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FINANCIAL HIGHLIGHTS

STATEMENT OF OPERATIONS DATA 2006

Revenues $222,310
Adjusted income from operations 24,166*
Adjusted net income from operations 19,029*
Adjusted net income per diluted share 0.58*

BALANCE SHEET DATA

Cash and cash equivalents $ 15,720
Total assets 198,655
Total sharcholders equity 115,971

2007
$253,198
31,439™
25,888"

0.78**

$ 29,940
221,959

141,956

2008

$301,576
36,281
24,530

0.73**

$16,450 -

303,542

140,331

(in thousands, except per share data)

* Excludes amortization of intangiole assets, non-recurring charges (net of gains) and stock-based compensation expense.
Net income and diluted income per share including these items were $18.4 million and $0.56 per share, respectively.

** Excludes amortization of intangible assets, non-recurring charges (net of gains) and stock-based compensation expense.
Net income and diluted income per share including these items were $11.8 million and $0.36 per share, respectively.

*** Excludes amortization of intangible assets, non-recurring charges (net of gains) and stock-based compensation expense.
Net income and diluted income per share including these items were $11.0 million and $0.33 per share, respectively.

RECONCILIATION OF ADJUSTED
NET INCOME FROM OPERATIONS: 2006

REPORTED NET INCOME $ 18,357
Amortization of purchased intangibles 8,190
Other charges and income, net 1,663
Stock-based compensation expense 3,260

Tax effect of adjusting items, difference between the
Company’s effective tax rate and cash tax rate (12,441)

ADJUSTED NET INCOME FROM OPERATIONS $19,029

2007

$ 11,843
4,301
67

3,795

5,882

$25,888

2008

$11,028
7,688
1,633

4,646

(466)

$ 24,530

(in thousands)



FINANCIAL HIGHLIGHTS

Radiant’s technology redefines the customer

experience and greatly enhances revenue drivers:

> Speed of service — consistent, fast, and accurate
service with an intuitive and reliable point-of-
purchase. Not just exceptionally fast
transactions, but systems so easy to use the

result is speed the first day on the job.

> Increased customer visits — innovative
frequency programs, exceptional convenience,
and a brand-building environment. It’s about
creating a unique expericnce that compels the

customer to return again and again.

> Higher sales per visit — intelligent upselling,
multi-profit center POS, and point-of-purchase
promotions. It’s about providing customers with
greater value, a broad selection of products, and

removing barriers to the sale.

> Reduction of shrink and fraud - customer
order confirmation, fraud detection, and shrink
prevention. It’s about discovering ways revenue
is lost and ensuring that all revenue makes it to

the top line.

Headquartered in Atlanta, Radiant Systems, Inc. (Nasdaq: RADS) is a global provider
of innovative technology to the hospitality and retail industries. For more than two
decades, Radiant’s point of sale hardware and software solutions have helped to redefine
the consumer experience in more than 100,000 restaurants, retail stores, stadiums,
parks, arenas, cinemas, convenience stores, fuel centers and other

customer-service venues. Radiant has offices in North America, Europe, Asia and

Australia. For more information, visit www.radiantsystems.com.

Customers using its solutions include:

7-Eleven Australia, Pty Ltd., Ahold USA, Alimentation Couche-Tard, Apple Gold,
Apollo Cinemas, Bari Management Inc., Fatteries Plus, LLC, BC Place, Bell Centre,
Benihana, Biltmore Estate, Blimpie International, Inc., BP, p.Lc., Briad Restaurant
Group, Bugaboo Creek Holdings, Inc., Burger King Corporation, Candlestick

Park, Captain D%, Carvel, Carlson Restau-ants Worldwide, Carrows Restaurants,
CEC Entertainment, Inc., Checkers, Chick-il-A, Inc., Chipotle Mexican Grill, Inc.,
Circle K, Circle K Mexico, Church’s Chicen, Choice Hotels, Cinnabon, Claim
Jumper, Clearview Cinemas, Club Corporation, Coco’s Bakery Restaurants, Cobb
Theatres, Coffee Visions, Coors Field, Cosi, Inc., CPK Restaurants, CRO, Dallas
Cowboys Stadium, Damon’s International, Inc., Daphne’s Greek Café, Del Taco, Deli
Management, Denny’s Corp., D’Lish, Dolphin Stadium, Don Pablo’s, Dunkin’ Brands,
Inc., Eateries, Inc., Elvis Presley Enterprises, ExxonMobil Corporation, Fatburger
Corporation, Family Express, Fazolis, Fedex Field, The Field Museum, Focus Brands,
Frandeli, Frisch’s Restaurants, Furr’s, FX4, Gloria Jean’s, Golf USA, Grill Concepts,
Inc., Greyhound, Harbor Freight Tools Inc., Hershey Park, Hess, Holiday Stationstores,
Hillstone-Houston’s, The Home Depot, Huddle House, Jamba Juice Company, JCS
Holdings, LLC, Jimmy Buffet’s Margaritaville, Joe’s Crab Shack, Johnny Rockets, Kazi
Foods, Krispy Kreme Doughnut Corporation, Kroger Corporation, Landry’s Seafood
Restaurants, Inc., Larry H. Miller Megaplex, LeeAnn Chin, LUKOIL, Louisiana
Superdome, Mann Theatres, The Marcus Corporation, Maverik Country Stores,
Morton’s, Muvico Theaters, Neiman Marcus, New World Restaurant Group, Noodles
& Co., O’Charley’s, P.F. Chang’s China Bistro, Inc., Petro-Canada, Pita Pit, Potbelly,
Priszm Income Fund, Pro Football Hall of Fame, PTT Public Company Limited,
Qdoba Corporate, Rave Motion Pictures, Reading International, Red Robin, Repsol
YPF S.A., Rib Crib, Rising Sun, Rockbottom Breweries, Romacorp, Rosa Mexicano,
Rose Bowl Stadium, Royal Dutch Shell, Rutter’s Farm Stores, Sbarro, Inc., Schlotzsky’s,
Sheetz, Inc., Shell, Shell Canada, Showcase Cinemas, Sizzler USA, Inc., Skyline Chili,
Solomon’s Mines Limited, Speedway Supe-America, LLC, Spinx, Staples Center,
Strategic Restaurants, Sun & Ski Sports, Taco Bueno Restaurants, Taco Del Mar, Ted's
Montana Grill, Texas Roadhouse, Inc., Travel Centers, Universal Studios, US Beef,
Wawa, Inc., Wehrenberg Theatres, Wrigley Field, Yankee Stadium, Yardhouse Corp.,
Yoshinoya, Café Rio, Minor Group, Nordstrom, Pollo Campero, Smokey Bones,
Which Wich.



LETTER TO THE SHAREHOLDERS

Heading into the fourth quarter of 2008, we believed
Radiant would end 2008 as the best year in the company’s
history. As economic events unfolded, we realized by
Thanksgiving we, like most businesszs, would be facing
unprecedented times. Avoiding the impact of the worst
business conditions of our careers would not be possible.
And still, Radiant ended the year at its best based on

how we keep score — an energized workforce, exceptional
customer and partner loyalty, increased market potential

and strengthened financial performance.

It was clear in October that most businesses around the
globe would be operating in 2 new environment during
2009 and beyond. As companies locking to invest in
technology are spending more time determining how to
improve existing operations and less time opening new
sites, it has become clearer dhat the investments we've
made the last five years will pay off in 2009 and beyond.
Given these trends, we believe differentiating Radiant

from the competition will be less difhicult.

Every company would prefer to do business in a healthy
economic environment, when consumers are spending,
businesses are investing and employces are secure about
their jobs. It is much easier to operate a business during
good times than bad. As everyone is learning now, risks

are exposed when the unexpected occurs. Risk has many

faces. Too much debt, poor recurring revenue models,
taking inadequate care of customers and partners.

Good times allow many companies to hide these risks.
Companies hamstrung with inferior operating models
cannot support their businesses; and those who have not
invested in their products become obsolete. Alternatively,
companies that have properly invested possess operating
models which emphasize long-term growth, customer
satisfaction and profitability. We are proud of Radiant
because we are so well positioned for the future and have

eschewed risky practices along the way.

Despite the decline in our stock price, 2008 was a
remarkable year for Radiant. Some financial highlights:

> Revenues grew 19%, to over $301 million
Y

Y

> Recurring revenues grew 32%, to approximately
$109 million
] Adjusted operating income grew 15%, to over

$36 million

‘The financials reflect the success of our long-term
strategy. What made 2008 an even more remarkable

year was the progress we made against a number of new
strategic initiatives that will help us grow profitably for
many years to come. We would like to share some of these

successes with you.



LETTER TO THE SHAREHOLDERS

Building relationships for life

Radiant’s ability to grow begins with our existing
customers. We believe the best path for profitable

growth requires that our current customers are intensely
satisfied with the value they receive from our products
and services. The industry’s highest level of customer
satisfaction has long been a hallmark of Radiant’s brand
and we rigorously measure it cach year. This past year, we
did not just build on our lead. We improved our already
high scores with the largest jump we've ever had. Of

all Radiant’s accomplishments, the satisfaction of our
customer base gives the people of Radiant the most pride.
And, it helps us win new customers every day. Radiant
approaches each customer relationship with the goal of
creating a raving fan — raving fans buy more and they help

us win new customers.

Adding more value to our customers

The second growth avenue is delivering more value to
all of our customers through new products and services.
Many years of research and development investments
coupled with acquisitions completed in 2008 enable
Radiant to do much more for our customers today

versus just a year ago. Mobile ordering and payment is a

significant trend in the restaurant industry. A year ago, we
did not have this product for operators - today we are the
leading global provider of mobile ordering and payment

devices through our acquisition of Orderman.

Restaurant operators, especially in this economy, are
seeking every edge as they aspire to provide exceptional
service to their guests and operate their sites more
efficiently. In 2008, we introduced products to facilitate
internet food ordering, take-out and delivery, guest
management, kitchen production and many other new
hardware and software offerings. Finally, we launched a
new payment processing service designed to add value
to small and mid-sized operators in an industry that has
traditionally been defined by complex pricing models and
inadequate service levels. Payment services, along with
many of our new products, are sold through a recurring
revenue model, which enhances our predictability,

growth and margins over time.
Expanding the markets we serve
Expanding the markets we are able to serve is the third

avenue of growth for Radiant. At the end of 2007,

we could sell our systems to just under a million sites
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around the world. In fact, we had sold at least one of

our products to over 120,000 of these sites. With our
expanded distribution capabilities, the markets we can
now reach have increased by almost 50% this past year.
We have always demonstrated a great ability to gain share
with our products, services and customer satisfaction
model. Thus, the increase in our addressable market is a

key leading indicator for our long-term growth.

Our acquisition of Orderman significantly expands
Radiant’s reach in Europe. Prior to the acquisition, our
channel partners in Europe numbered in the tens. After
the acquisition, our partners number in the hundreds,
providing us with the best reach in the European
restaurant market. This is similar to the expansion in
reach we achieved with our acquisition of Aloha in 2004,
and we believe that the Orderman acquisition positions

us similarly in Europe.

The stadium and attractions market is one that Radiant
has served over the years, but not one where we could

say we were the best provider. Given the size of this
market, we acquired Quest in January, 2008 to position
Radiant as the leading provider in this segment. It was a
remarkable year for this part of our business, with growth
near 50% as we further cemented our position as the

industry leader.

Radiant’s customers are the most satisfied in the industry,
our products and services provide tremendous value and
the markets we serve are large. Each of these components
are important to our long-term growth. Equally
important to our success is maintaining an exceptionally
strong financial foundation. Radiant’s balance sheet,
operating model and ability to generate significant

cash flow enable us to strengthen an already enduring

foundation even in tough times.

While 2009 will be a challenging year, it will be a good
and profitable one for Radiant. It will be a year where
Radiant increases its leadership position by continuing
to deliver for our people, customers, partners and
sharcholders. We know, and each of our employees
knows, it will be a time we fook back on with pride,
reflecting how we became a much stronger company

while operating during onc of the most challenging times

in history.

Thank you for your support,

John H. Heyman Alon Goren
Chairman and Chief

Chief Executive Officer
Technology Officer
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Caution Regarding Forward-Looking Statements

This Annual Report on Form 10-K of Radiant Systems, Inc. and its subsidiaries (“Radiant,” “Company,” “we,” “us,” or “our”) contains forward-looking statements. All
statements in this Annual Report on Form 10-K, including those made by the management of Radiant, other than statements of historical fact, are forward-looking
statements. Examples of forward-looking statements include statements regarding Radiant’s future financial results, operating results, business strategies, projected
costs, products, competitive positions, management’s plans and objectives for future operations, and industry trends. These forward-looking statements are based on
management’s estimates, projections and assumptions as of the date hereof and include the assumptions that underlie such statements. F orward-looking statements may
contain words such as “may,” “will,” “should,” “could,” “would,” “expect,” “plan,” “anticipate,” “believe,” “estimate,” “predict,” “potential,” and “continue,” the
negative of these terms, or other comparable terminology. Any expectations based on these forward-looking statements are subject to risks and uncertainties and other
important factors, including those discussed in this report, including the sections titled “Risk Factors” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations.” Other risks and uncertainties are disclosed in Radiant’s prior Securitics and Exchange Commission (“SEC”) filings. These and
many other factors could affect Radiant’s future financial condition and operating results and could causc actual results to differ materially from expectations based on
forward-looking statements made in this document or elsewhere by Radiant or on its behalf. Radiant undertakes no obligation to revise or update any forward-looking
statements.

The following information should be read in conjunction with the Consolidated Financial Statements and the accompanying Notes to Consolidated Financial Statements
included in this Annual Report.

PART 1

ITEM 1. BUSINESS

General

Founded in 1985 and headquartered in Alpharctta, Georgia, Radiant Systems, Inc. (the *Company™ or “Radiant™) is a leading provider of innovative technology focused
on the devclopment, installation and delivery of solutions for managing site operations in the hospitality and retail industries.

Radiant focuses on delivering site systems, including potnt-of-sale (POS), self-service kiosks, mobile ordering and payment devices, back-office systems, site
management technology and business services such as customer loyalty programs, electronic gift card management, comprehensive reporting systems management,
payment processing and centralized data management designed specifically for the Company’s two reportable segments: (i) Hospitality and (ii) Retail. For selected
financial information about our business segments, see Note 14 to the consolidated financial statements contained clsewhere in this report. Radiant’s offerings include
software products, site hardware, professional services and support services. Each product can be purchased independently or as a suite of integrated products to address
the customer’s specific business needs. These products and services enable our customers to drive top-line growth and improve bottom-line performance.

Radiant offers best-of-breed solutions designed for easc of integration with operators’ existing infrastructures. Radiant’s technology enabies hospitality and retaii
operalors 1o improve customer service while reducing costs. Radiant’s solutions provide visibility and control at the site, field and headquarters levels. Additionally,
Radiant focuses on addressing the unique requirements of the highly specialized environments in which its customers operate. These environments require 2 high
degree of reliability, specialized functionality and peripheral compatibility. Using Radiant’s point-of-sale, customer sclf-service, back-office technology and business
services, our customers are able to improve customer service and oyalty, improve speed of service, increase revenue per transaction, and reduce fraud and shrink.
Radiant’s full line of open, standards-based hardware allows operators te deploy advanced technology built specifically for the environment in which they operate.

Management belicves its current generation of point-of-sale, customer sclf-service and hand-held ordering and payment devices, which utilize Windows XP, Windows
Vista, Windows XP Embedded and Windows CE operating systems, represents an innovative platform based on an open, modular softwarce and hardware architecture
that offers increased functionality and stability compared to other systems in the marketplace, at a lower total cost of ownership.

In January 2006, Radiant extended its reach into the retail industry by acquiring substantially all of the assets of Synchronics, Inc. (“Synchronics”), a leading provider
of business management and point-of-sale software for the retail market. Synchronics had an expericiced tcam which had developed an outstanding set of products that
are distributed through 2 national network of dealer partacrs. Through the combination of Radiant and Synchronics product lines and services, the Company brings
tightly integrated, high value product and service offerings to the marketplace. The Company reports the operations of the Synchronics business under the Retail
segment.

In January 2008, Radiant acquired Quest Retail Technology (“Quest™), a global provider of point-of-salc and back office solutions to stadiums, arenas, convention
centers, race courses, theme parks, restaurants, bars and clubs. The acquisition of Quest enables Radiant to strengthen its presence in the stadium, park and arena
marketplacc, while expanding its installed terminal base both domestically and internationally. The results of these operations arc reported under the Hospitality
scgment.

In April 2008, Radiant acquired Hospitality EPoS Systems Ltd. (“Hospitality EP0S”), a leading technology supplier to the U K. hospitality market since 1992.
Hospitality EPoS provided substantial capabilitics for sales, implementation and support scrvices and represented Radiant’s suite of hospitality products including
Aloha point-of-sale software, Enterprise.com above-store reporting, gift card and loyalty programs, MenuLink back office and Radiant hardware. The results of these
operations are reported under the Hospitality segment.

In May 2008, Radiant acquired substantially all of the asscts of Jadcon, Inc. (“Jadeon™), one of the Company’s resellers in Califomia. Jadcon has been delivering and
supporting Radiant’s hospitality point-of-sale solutions since 2001. Jadeon offers a full range of technology systems and implementation and support services
throughout the West coast. The results of these operations are reported under the Hospitality segment.

In July 2008, Radiant acquired Orderman GmbH (“Orderman™), one of the leading manufacturers of wireless handheld ordering and payment devices for the hospitality
industry. Orderman has provided innovative mobile solutions since 1994, and distributes its solutions through a reseller network of partners that have deployed their
handheld devices, predominately in Europe. The acquisition ¢nables Radiant to accelerate the adoption of mobile devices in the global hospitality sector. The results of
these operations are reported under the Hospitality segment.

To the extent that Radiant believes acquisitions, joint ventures and business partnerships can better position it to serve its current segments, it will continue to pursue
such opportunities in the future.



Hospitality Segment

Radiant provides integrated technology solutions which mect the needs of a wide variety of hospitality businesses throughout the world. The industry scgments in which
these solutions are highly competitive include quick service restaurants, fast casual restaurants, table service restaurants, stadiums, arenas and certain entertainment
venues. Radiant’s hospitality solutions are comprehensive, including store systems, corporate systems and supporting services. The store systems offering is ccmprised
of innovative hardware, advanced point-of-sale software and related modules for automating store operations. These valuable modules include applications for
processing payments, serving takeout and delivery customers, improving kitchen production, enhancing guest management and enabling self-service kiosks and
handheld ordering and payment devices. The solution’s corporate systems include world-class data center hosting capabilities and software platforms. These provide
enterprise-wide reporting and alerting, management of labor and inventory costs, loss prevention, store systems management, stored value and loyalty applications.
When combined, the solution’s store systems and corporate systems provide integrated functionality which is unprecedented in the hospitality industry. The resulting
capabilities allow operators of all sizes around the world to achieve superior operational performance while delivering exceptional consumer experiences. In acdition to
being tightly integrated, the components of Radiant’s hospitality solution are also modular and open, allowing operators to purchase components in stages,
incorporating them into existing systems. This maximizes both customer choice and Radiant’s opportunities to engage new customers. The approach allows Radiant to
win the business of more customers and increase its share of their technology spending over time.

Supporting services for the solution include custom software development, consulting, help desk support and field services. Some combination of these valuable
services are utilized by virtually every Radiant customer in the hospitality industry, assisting in the development of long-term relationships with highly satisfied
customers. Radiant sells its hospitality solution directly to large multi-unit operations with sophisticated requirements for corporate support. Smaller operators are
served by Radiant’s global network of resellers — valuable business partners who best understand and serve the needs of local entrepreneurs.

Food service operators of all sizes throughout the world face a highly competitive and challenging environment in which consumers demand convenience and great
service while having an increasing number of dining options at their disposal. To meet thesc challenges, they require new technology that enables them to improve their
operations while reducing the total cost of ownership for their technology solution. Radiant’s hospitality technology fills precisely this need, providing the hospitality
industry the most compelling and competitive solution offering to date.

Our back-office solutions are widely known as some of the industry’s easiest systems for customers to use. The combination of our robust back-office applications and
the Aloha suite of products, including QuickService/TableService POS™, Enterprise™, eCard™ and eFrequency™, create an end-to-end solution designed to help
opcrators minimize operational costs and maximize profits. We have enhanced our back-office offerings in recent years through the products obtained in the
acquisitions of MenuLink and Quest.

Radiant believes that the international hospitality market represents a continued growth opportunity in future years. To service this market, Radiant has expandad its
European presence through adding reseller partners and direct customers. For the years ended December 31, 2008, 2007 and 2006, approximately 10%, 6% and 6%,
respectively, of Radiant’s Hospitality segment revenues were from international customers.

In April 2008, the Company expanded its capabilities for sales, implementation and support services through the acquisition of Hospitality EPoS. Hospitality EPoS was
a leading technology supplier to the U.K. hospitality market since 1992 and represented Radiant’s suite of hospitality products including Aloha point-of-sale scftware,
Enterprise.com above-store reporting, gift card and loyalty programs and Radiant hardware.

The Company acquired substantially all of the assets of Jadeon in May 2008 and expanded its direct sales reach to offer a full range of technology systems and
implementation and support services throughout the West coast. Jadeon was one of Radiant’s resellers in California and has been delivering and supporting Radiant’s
hospitality point-of-sale solutions since 2001.

In July 2008, the Company acquired Orderman GmbH located in Salzburg, Austria. Since its founding in 1994, Orderman has provided innovative mobile soluzions
through its reseller network of partners that have deployed its handheld devices, predominately in Europe. Orderman is one of the leading manufacturers of wirzless
handheld ordering and payment devices for the hospitality industry. In addition, Orderman has built a strong network of resellers across Europe that management
believes will significantly expand the Company’s ability to distribute other Radiant products and services.

Radiant has a proven track record of delivering enhanced value for cinema operators, including offerings such as expanded concessions and foodservice, self-service
ticketing and concessions, film management and gift card programs. With over 36,000 cinema screens at more than 6,100 sites in the United States, cinema operators
are focusing on implementing cost controls from headquarters. Radiant believes that cinema operators can improve customer service and profitability by implementing
integrated site and film management systems that enable them to speed customer transactions, reduce lines, manage inventory, and schedule labor to meet variations in
traffic. Due to the lack of end user market growth and Radiant’s high penetration in this market, Radiant does not expect growth to occur in the cinema operator market
over the near term but believes this market has synergies with the stadium, park and arena marketplace.

In January 2008, the Company expanded its presence in the stadium, park and arena marketplace with the acquisition of Quest located in Adelaide, Australia. Quest’s
products, including point-of sale and back office solutions, are leaders in industry segments such as stadiums, arenas, convention centers, race courses, theme parks,
restaurants, bars and clubs. The Quest acquisition also provides Radiant’s Hospitality segment with a more significant international presence.

Customers who have licensed or purchased Radiant’s Hospitality products and services include Burger King Corporation, Dunkin’ Brands, Inc., The Krystal Company,
New World Restaurant Group, CEC Entertainment, Inc., Chipotle Mexican Grill, Inc., P.F. Chang’s China Bistro, Inc., Krispy Kreme Doughnut Corp., Chick-fil-A,
Inc., Texas Roadhouse, Inc., Jamba Juice Company, Cosi, Inc., Damon’s International, Inc., Church’s Chicken, Del Taco, Inc., Don Pablo’s, Sbarro, Inc., Fatburger
Corporation, Landry’s Seafood Restaurants, Inc, Denny’s, Inc., Benihana, Inc., Champps Entertainment, Inc., Checker’s Drive-In Restaurant, Inc., Clubcorp Financial
Management Company, California Pizza Kitchen, Inc., Noodles & Company, Diedrich Coffee, Huddle House, Inc., Johnny Rockets International, Inc., Morton’s of
Chicago, Inc., Red Robin International, Inc., Ted’s Montana Grill, Inc., Joe’s Crab Shack Holdings, Inc., Hillstone Restaurant Group, Inc., Peet’s Coffee and Tea, Inc.,
Pita Pit, Inc., Rockbottom Restaurant, Inc, Sizzler USA Restaurants, Inc., Focus Brands, Inc., Showcase Cinemas, The Marcus Corporation, Larry H Miller Megaplex
Theatres, Muvico Theaters, Reading International, Harkins Theatres and Clearview Cinemas, Live Nation, Yankee Stadium, FedEx Field (home of the Washington
Redskins), Dolphins Stadium and Staples Center (home of the LA Lakers and LA Clippers).
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Retail Segment

The Retail segment provides store and office-oriented technologies for the automation of retail businesses spanning from small stores to global chains. Solutions
provided include software, hardware and services, either as complete turn-key solutions or as point-solutions in a best-of-breed configuration. Radiant’s retail solutions
encompass point-of-sale systems, integrated back-office systems, fuel controllers, self-service kiosks, site management technology, payment processing, systems
management, and centralized data management.

In January 2006, Radiant extended its reach into the retail industry by acquiring substantially all of the assets of Synchronics, Inc., including the CounterPoint™
product line. Reseller partners of Radiant deliver our hardware platforms in conjunction with the CounterPoint software, which has been adapted to over 20 different
retail concepts ranging from home and garden warehouses to shoe stores. In addition to a full solution for the traditional management of retail sites, CounterPoint also
includes a substantial recurring revenue business based on service fees for credit card processing as well as internet retailing. CounterPoint Gateway provides retailers
with advanced high-speed credit processing while CPOnline™ enables a retailer to quickly augment brick-and-mortar sales with online operations.

Radiant’s technology for petroleum and convenience retailers is built to enable fucl operations, merchandise sales, foodservice, electronic payments and customer
loyalty programs. Radiant’s solutions are designed to enhance speed of service in an easy-to-usc, reliable format. Specialized software and hardware offerings such as
payment terminals and fuel controllers differentiate the Radiant product line in the petroleum retail market. Self-service is an area of great interest for our customers,
ranging from touch-screen food ordering stations in the US, to highly secured credit card payment terminals for self-service fueling worldwide. Radiant’s fourth
generation fuel control technology is helping retaifers extend the viable life of their fuel dispensing equipment while delivering high performance for their customers,
Radiant’s software uscs industry standards to interface with leading third party back-office and headquarters solutions,

In response to gross margin pressure on traditional categories, including fucl and tobacco, and enhanced competition for the convenience dollar from non-traditional
sources, convenience retailers are changing business models and pursuing new revenue channels, including made-to-order food, specialty coffee programs and
expanded services offerings. These changes have resulted in new growth opportunities for Radiant as implementation of these programs requires additional avtomation
for effective management.

High-volume retailers such as grocery stores, mass-merchants, warchouse clubs and others are also adding fuel and made-to-order food to their offerings and represent
additional growth opportunities for Radiant. As a result of the changes in the retail market, Radiant believes that there will continue to be demand for the foresecable
future for Radiant’s technology solutions. Management also believes that, based on the success of technology in recent years and the positive return on investment secn
by Radiant’s customers, demand for new technology will contirue from both new and existing customers.

Radiant belicves that the intemational retail market represents an additional growth opportunity. For the years ended December 31, 2008, 2007, and 2006,
approximately 25%, 25% and 33%, respectively, of Radiant’s Retail segment revenues were from intemational customers.

Radiant’s Retail segment has over 1,500 customers worldwide. Customers who have licensed or purchased Radiant’s Retail products and services include Holiday
Stationstores, Kroger Corporation, Exxon Mobil Corporation, Royal Dutch Shell, Repsol YPF, S A, Shectz, Inc., Speedway SuperAmerica, 11.C, 7-Eleven Australia,
Pty Ltd., Alimentation Couche-Tard, Hess, Shell Canada, Maverik Country Stores, Rutter’s Farm Stores, Wawa, Inc., Archiver’s Inc., Batteries Phus LLC, The Field
Muscum, Elvis Presley Enterpriscs, Inc., Harbor Freight Tools Retail Concepts, Inc., Mahoney’s Garden Center LLC, Relax the Back Corporation, High’s of Baltimore,
Family Express and The Athlete’s Foot.



Products and Services

Radiant serves the global retail and hospitality industries with technology solutions that address their greatest automation needs. Managing businesses that range from a
single store or restaurant, all the way to expansive global chains and the world’s largest sports stadiums, Radiant provides software, hardware and services through a
variety of channels and products. The strategy is to provide targeted solutions for each market, with the common goal of assisting our customers efforts to increase
revenue through more frequent consumer visits, greater revenues per visit, higher margins on each sale, faster transactions and more efficient site operations.

Point-of-Sale

Radiant’s point-of-sale systems increase speed and quality of service, minimize user training, and provide mission-critical reliability while delivering secure and
personalized service to the consumer. The point-of-sale systems can be integrated with Radiant’s back-office products or third party solutions. Radiant’s point-of-sale
software runs on multiple open hardware platforms including IBM, NCR, PAR, WincorNixdorf, and Radiant hardware. Additionally, Radiant’s point-of-sale hardware
supports Radiant’s point-of-sale software and third-party point-of-sale software products that adhere to open standards. Radiant’s point-of-sale terminals offer an open
architecture, retail-hardened design, comprehensive support and return-to-service programs, and run on Windows CE, Windows XP, Windows XP Embedded, and
Windows POS Ready. Quest Back Office is based on Microsoft SQL and operates on Windows Server products. However, the Quest POS terminals do not rely on
commercial operating systems. This secure environment creatcs a simple, effective POS platform while reducing management and maintenance costs.

In the retail market, the Radiant’s point-of-sale solution has been adapted by resale partners for use in a wide varicty of business formats, enabling a tighter fit 10 each
retailer’s specific needs while expanding the possible market of buyers for our solution. In addition, this segment delivers value to retailers through an online store
offering as well as a card payment processing service. Specifically for Petroleum retail, Radiant’s point-of-sale products are adapted to the needs of global
multi-nationals, enabling them to deploy best practices in their worldwide operations.

The hospitality market point-of-sale solutions for Table Service Restaurants, Quick Service Restaurants, Stadiums, Arcnas, and Cinema/Entertainment venues zach
offer distinct value to our customers and resale partners. Speed and accuracy of orders are paramount in restaurant formats, as are labor and food production integration.
Consumer preferences are driving automation for a broad range of service models, from drive-thru to curb-side pickup, counter service, and more. Consumer loyalty
and gift cards are just two of the significant enhancements offered to our customers in recent years. In addition to foodservice requirements, the Cincma segment has
specialized needs related to theater systems, from management of internet ticket sales to reserved seating.

Customer Self-Service

Within many markets of the hospitality and retail industries, customer self-service has emerged as a preferred ordering and transaction method. Traditional capabilities
such as online shopping and pay-at-pump are distinct value propositions delivered by Radiant’s products. Radiant has easy to use, consumer-activated touch screen
systems that allow consumers to purchase tickets, place a food order, pay with a credit or debit card, redeem loyalty rewards, make product inquiries, and view
promotions. Software development and consumer experience authoring tools integrate graphic media into a consumer-friendly application.

Management believes consumer self-service kiosks allow hospitality and retail operators to accelerate speed of service, increase revenues through suggestive up-selling,
increase order accuracy, capture consumer information at the point-of-sale, increase labor productivity, and respond quickly to changing consumer preferences.
Radiant’s customer self-service products help operators create a uniform and repeatable approach to customer service while improving revenue.

Site-Management Systems

Operators in both of Radiant’s segments have varying requirements for site-management systems, from the most basic site-based technology to the most advanced
centralized back-office system. Radiant’s products are differentiated based on the needs of the different operating models of our customers and integrated into other
components of the enterprise operation.

MenuLink and Quest Enterprise Manager back office solutions help operators run a more profitable hospitality business through the delivery of tools and critical
information needed to help reduce food and labor costs, and improve customer service and management efficiency. Radiant’s enterprise site-management products offer
comprehensive back office functionality that includes inventory and recipe management, purchasing, labor management, cash management and reporting.

In the retail segment, products such as Radiant Site Manager and CounterPoint SQL focus on specific retailer needs such as multi-site inventory management or fuel
reconciliation, while leveraging open standards for integration to other components of the retailer enterprise.

Software Services

The delivery of software as a subscribed service with a recurring fee has become a significant enhancement to Radiant’s value proposition and business flexibility in
support of our customers. One instance is Radiant’s Aloha eServices product suite, which is built to give restaurant operators tools to capitalize on revenue opportunities
and prevent unnecessary costs or losses. This service combines intelligent features such as business alerts, a complete suite of enterprise-level reporting with drll-down
analysis, as well as accounting and payroll interfaces. Enterprise comes complete with a robust centralized database management (CDM) toolset designed to facilitate
data management, such as price and item changes, directly from the corporate office.

Radiant also offers its software through an application service provider (“ASP”) model. The ASP model allows customers to use Radiant software without requiring
them to usc their own hardware system capacity or maintain the software application on their own servers. This offering is available on a monthly fee basis.

In the Retail segment, the CPOnline product enables a retailer to move from bricks-and-mortar to being a full-featured online retailer through a simple managed service
from Radiant.

Electronic payment services are also successful service-based software delivery offerings. The Retail segment of Radiant markets a high-speed credit card processing
service, while the Hospitality segment has a large base of customers for its proprietary gift card branding program, ¢Card™. The consumer loyalty solution
cFrequency™ is also offered to customers in all Hospitality segments on a recurring fee basis.

The Company expanded its business services in 2008 with the launch of Radiant Payment Services (“RPS™), a business aimed at selling and servicing electronic
payment processing. RPS cnhances Radiant’s current solutions by providing an integrated, turnkey payment processing solution for a wide variety of payment raethods
including credit, debit and gift card payments. The objective of RPS is to raise the level of customer service that is provided to business owners and operators by
providing competitive and transparent pricing, increased accountability from a single vendor and the highest level of security for customer data and credit card
transactions.



Professional Services

Professional services are an essential component of the Radiant solution; our service offerings include consulting, customization, training, installations and integration.
Our professional services play a critical role in the successful design, implementation, application, installation and integration of Radiant’s solutions.

The market for Radiant’s professional services is intensely competitive. We believe that we excel in the principal competitive factors including product quality,
reliability, performance, price, vendor and product reputation, financial stability, features and functions, ease of usc, quality of support, and degree of integration effort
as compared with competitor systems.

Maintenance and Customer Support

Radiant offers customer support on a 24-hour basis, a service that historically has been purchased by a majority of its customers and which also entitles the customer to
product upgrades. Radiant can remotely access customers’ systems in order to perform quick diagnostics and provide on-line assistance. Additionally, Radiant offers
customers hardware and software maintenance and unspecified software enhancements. In some cases, hardware support is provided by third parties. Radiant focuses
on providing quality service and ensuring a first-time fix for any technical issuc with our hardware. Our hardware maintenance program also provides flexible solutions
and can be customized to meet specific customer needs. Radiant’s software maintenance program offers modifications and enhancements to our software products,
including updates and corrections. We have historically had a high rate of rencwal on these maintenance and support contracts.

Sales and Marketing

Through a focused and dedicated sales cffort designed to address the requirements of both business segments, Radiant belicves its sales force is positioned to
understand its customers” businesses, trends ir the marketplace, competitive products and spportunities for new product development. This allows Radiant to take a
consultative approach to working with customers.

Radiant’s sales personnel focus on selling its technology solutions to major customers, typically those with more than 50 locations or sites with more than 50 POS
terminals, both domestically and internationally. All sales personnel are compensated with a base salary and commission based on revenue quotas, gross margins and/or
other profitability measures.

Over the last several years, Radiant has seen an increase in the portion of reveaues comprised of small businesses within both segments. This increase is due to
Radiant’s increased investments in developing relationships with third-party resellers to distribute its products to smalil to medium-sized operators. Radiant accelerated
the development of these relationships through acquisitions in both segments.

While serving and meeting the expectations of large operators remains a top priority, Radiant intends to serve the needs of all operators within its segments. To better
serve the small to medium-sized customer, we will continue to develop the reselier chammel and package solutions in a manner that is casy for operators to afford,
implement and support. Radiant’s strategy is o deliver rich products that are easy to implement and support, cstablish a strong presence within critical franchised
brands, and support resellers with strong operational tools.

1n 2008, 2007 and 2006, the Company’s international revemues accounted for approximately 14%, 13% and 17%, respectively, of total revenues. Management belicves
that this percentage can be increased substantially in the coming ycars. The growing number of large, multi-national companies which are among Radiant’s major North
American customers, together with its successful record of implementing solutions with retailers in Western Europe, Eastern Europe and Asia, positions Radiant to
make additional progress internationally in the futurc. Additionally, the majority of Radiant’s current business outside the United States has been in the retaii market.
Management belicves there is opportunity for significant growth in the hospitality and retail markets outside the United States. Currently, Radiant has 238 employees in
Europe, Asia and Australia. Radiant has previously executed international projects in Australia, Canada, Spain, Italy, Austria, the Czech Republic, Hong Kong,
Hungary, Ireland, Japan, Macau, Malaysia, Poland, Slovakia, Sweden, Switzerland, Thailand, Trinidad and Tobago and the United Kingdom. Radiant currendy has
offices in Adelaide, Geelong, Prague, Salzburg, Shanghai, Singapore, Spain and the United Kingdom and representation in Central America and South America.

To date, Radiant’s primary marketing objectives have been to increase awarencss of Radiant’s technology solutions and generate sales lcads. To this end, Radiant
attends industry trade shows, conducts direct marketing programs, and selectively advertises in industry publications. Radiant intends to increase its sales and marketing
activities both domestically and internationally. Additionally, Radiant intends to continue cxpanding an independent distribution network to sell and service its products
to certain scgments of the domestic and intemational markets.

Radiant’s business is usually scasonal and cyclical in nature, based on the capital equipment investment pattems of its customers. Thesc expenditure patterns are based
on many factors, including customer capital expenditure badget constraints, the development of new technologies, global and regional economic conditions, changes in
the pricing and promotion policics of the Company and its competitors, and domestic and internationat hotidays.

During 2008, 2007 and 2006, no one customer made up 18% or more of the Company’s revenues. The Company is party to certain contracts with the U.S. Govemment,
which contained standard termination for convenience clauses. The Company does not anticipate any material adverse financtal impact if the U.S. Government elects to
cxercise its rights under these termination clauses.



Product Development

The products sold by Radiant are subject to rapid and continual technological change. Products available from Radiant, as well as from its competitors, have
increasingly offcred a wider range of features and capabilities. Radiant believes that in order to compete effectively in its selected markets, it must provide compatible
systems incorporating new technologies at competitive prices. In order to achieve this, we have made a substantial ongoing commitment to research and development.
During 2008, 2007 and 2006, Radiant incurred approximately $28.9 million, $26.2 million and $25.0 million, respectively, in product development costs, which
includes software costs that were capitalizable in nature.

Radiant’s product development strategy is focused on creating common technology elements that can be leveraged in applications across its core markets. Radiant’s
software architecture is based on open platforms and is modular, thereby allowing it to be phased into a customer’s operations. Radiant has developed numerous
applications running on Microsoft Windows-based platforms, including Windows XP, Windows Vista, Windows XP Embedded, and Windows CE. The software
architecture incorporates Microsoft’s Component Object Model, providing an efficient environment for application development.

In order to remain competitive, Radiant is currently designing, coding and testing a number of new products and developing expanded functionality of its current
products. In addition, Radiant strives to achieve compatibility between its products and products that are, or that Radiant believes will become, popular and widely
adopted.

Manufacturing, Raw Materials and Supplies

Radiant’s manufacturing activities consist primarily of assembling various commercial and proprietary components into finished systems in Georgia, Austria and
Australia. Manufacturing requires some raw materials, including a wide variety of mechanical and electrical components, to be manufactured to Radiant’s
specifications. Radiant uses numerous companies to supply parts, components and subassemblies for the manufacture and support of its products. Although Radiant
makes reasonable efforts to assure that parts are available from multiple qualified suppliers, this is not always possible. Accordingly, some key parts may be obtained
only from a single supplier or a limited group of suppliers. Radiant has sought, and will continue to seek, to minimize the risk of production and service interruptions
and/or shortages of key parts by: (1) qualifying and selecting alternate suppliers for key parts; (2) monitoring the financial condition of key supplicrs; (3) maintaining
appropriate inventories of key parts; and (4) qualifying new parts on a timely basis.

Market Background and Trends

Successful hospitality and retail operators increasingly require information systems that capture detailed consumer activity data at the point-of-sale, and store and
transport that data in an easy-to-access fashion. Early technology innovators in the hospitality and retail industries deployed robust, integrated information systecms at
the point-of-sale and used the information to react quickly to changing consumer preferences, ultimately gaining market share in the process. In addition, integrated
information systems helped these carly innovators achieve operational efficiencies. Many large national hospitality and retail companies have followed suit by investing
in proprictary information systems.

For many types of hospitality and retail operators, however, this type of information system does not make economic or business sense. In particular, merchants with a
large number of relatively small sites, such as convenience stores, petroleum retail sites, restaurants and entertainment venues, generally have not been able to develop
and deploy sophisticated, enterprise-wide information systems on a cost effective basis. Economic and standardization problems for these businesses are exacerbated by
the fact that many sites operate as franchises, dealerships or under other decentralized ownership and control structures. Without an investment in technology, these
operators continue to depend on labor and paper to process transactions. Radiant’s management believes that high labor costs, lack of centralized management control
of distributed sites, and inadequate informational reporting, together with emerging technology trends, have caused many of these hospitality and retail businesses to
reexamine how technology solutions can benefit their operations.

Typically, the existing information systems in these industries consist of stand-alone devices such as cash registers or other point-of-sale systems with little or o
integration with either the back-office of the site or an enterprise-wide information system. Implementation of information systems providing this functionality typically
involves multiple vendors and an independent systems integration firm. The resulting proprietary solutions are often difficult to support and have inherently high risks
associatcd with implementation. Management believes that technology solutions that arc highly functional and scalable, relatively inexpensive and easy to deploy are
critical for successful penetration in these markets.

In the abscnce of an integrated solution, operators in these markets typically rely on manual reporting to capture data on site activity and disseminate it to different
levels of management. Basic information on consumers (i.e., who they are, when they visit and what they buy) is not captured in sufficient detail, at the right time, or in
a manner that can be communicated easily to others in the organization. Similarly, information such as price changes does not flow from headquarters to individual sites
in a timely manner. In addition, communications with vendors often remain manual, involving paperwork, delays and other process-rclated problems.
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Recent trends in the hospitality and retail industries have accelerated the need for timely information and have heightened demand for feature-rich operational systems.
Based in part upon industry association reports and other studies, as well as Radiant’s experience in marketing its products, we believe consumer preferences have
shifted away from brand loyalty toward value and convenience, creating a greater need for timely data concerning consumer buying patterns and preferences. We also
believe that convenient consumer-activated ordering and payment systems, such as automated kiosks, ATMs, voice response units and “pay at the pump” systems have
become important to retailers, food service providers, and cinema operators that wish to retain and build a customer base. Additionally, through the use of integrated
systems, hospitality and retail businesscs can improve operational efficiencies through better management of inventory, purchasing, merchandising, pricing, promotions
and shrinkage control. Management belicves that the ability to provide tight system integration to a variety of industry standard back-office solutions can enable
customers to improve control and enforce best practices across operational sites. Furthermore, management believes that the constant flow of information among the
point-of-sale, back-office, headquarters and the supply chain has become a key competitive advantage in the hospitality and retail industries, resulting in operators
demanding more sophisticated and easily integrated solutions from their systems vendors. In a parallel development, technological advances have improved the
capability of information systems that are available. With the price of computing power declining, technology investments have become economically feasible for many
hospitality and retail businesses. Furthermore, computing power has become increasingly flexible and distributable, facilitating data capture and processing by
applications located at the point-of-sale. Also, front-end graphical uscr interfaces have made systems easier to use, which reduces training time and transaction costs and
facilitates more types of consumer-activated applications.

Competition

The markets in which Radiant operates arc intensely competitive. Radiant believes the principal competitive factors include product quality, reliability, performance,
price, vendor and product reputation, financial stability, features and functions, casc of use, quality of support and degrec of integration effort required with competitor
systems.

Radiant belicves it is uniquely positioned with its cxclusive focus on providing site management systems for hospitality and retail businesscs. Radiant’s ability to
commercialize its technology and continually improve its preducts, processes and services, as well as its ability to develop new products, enables it to meet continually
evolviag customer requirements. Radiant’s competitors include International Business Machines, Corp., NCR Corporation, Casio, Dell, VeriFone, Inc., Dresser, Inc.,
Retalix, Ltd., Pacer/CATS (owned by Clarity Commerce Solutions plc), Micros Systems, Inc., Par Technology Corporation, POSitouch, Panasenic, The Pinnacle
Corporation, Agilysys, RetailPro, JDA Software, Epicore and others that provide point-ot-sale and site management systems with varying degrees of functionality.

The Company could also be faced with new market entrants attempling to develop fully integrated systems targeting the retail industry. Radiant belicves the risk of this
happening is small due to the significant amouat of time and effort roquired to create point-of-sale and back-office headquarters-based management systems, and due to
the detailed knowledge required of a retailer’s operations at local sites and headquarters in order to duplicate the functionality of these products.

In the market for consulting services, the Company competes with various companies. Many of Radiant’s existing competitors, as well as a number of potential new
competitors, have significantly greater financial, technical and marketing resources than the Company.

8



Proprietary Rights

Radiant’s success and ability to compete is dependent in part upon its proprietary technology, including its software source code. To protect its proprietary technology,
Radiant relies on a combination of trade secret, nondisclosure, copyright and patent law, which may afford only limited protection. In addition, effective copyright and
trade secret protection may be unavailable or limited in certain foreign countries. Although Radiant relies on the limited protection afforded by such intellectual
property laws, it also believes that factors such as the technological and creative skills of its personnel, new product developments, frequent product enhancements,
name recognition and reliable maintenance are essential to establishing and maintaining a technology leadership position. Radiant presently has five patents and six
patents pending. The source code for Radiant’s various proprietary software products is protected both as a trade secret and as a copyrighted work. Radiant generally
enters into confidentiality or license agreements with its employees, consultants and customers, and generally controls access to and distribution of its software,
documentation and other proprietary information. Although the Company restricts customers’ use of its software and does not permit the unauthorized resale, sublicense
or other transfer of such software, there can be no assurance that unauthorized use of the Company’s technology will not occur.

Despite the measures taken by the Company to protect its proprietary rights, unauthorized parties may attempt to reverse engineer or copy aspects of its products or to
obtain and use information that the Company regards as proprietary. Policing unauthorized use of our products is difficult. In addition, litigation may be necessary in the
future to enforce our intellectual property rights, such as our trade secrets, to determine the validity and scope of our or others’ proprietary rights, or to defend against
claims of infringement or invalidity. Such litigation could result in substantial costs and diversion of resources and could have a material adverse effect on our business,
operating results and financial condition.

Certain technology used in conjunction with Radiant’s products is licensed from third parties, generally on a non-exclusive basis. These licenses usually require Radiant
to pay royalties and fulfill confidentiality obligations. Radiant believes that there are alternative sources for each of the material components of technology licensed by
Radiant from third parties. However, the termination of any of these licenses, or the failure of the third-party licensors to adequately maintain or update their products,
could result in a delay in Radiant’s ability to ship certain of its products while it seeks to implement technology offered by alternative sources. Any required alternative
licenses could prove costly. Also, any such delay, to the extent it becomes extended or occurs at or near the end of a fiscal quarter, could result in a material adverse
effect on Radiant’s business, operating results and financial condition. While it may be necessary or desirable in the future to obtain other licenses relating to one or
more of our products or relating to current or future technologies, there can be no assurance that we will be able to do so on commercially reasonable terms or zt all.

There can be no assurance that Radiant will not become the subject of infringement claims or legal proceedings by third parties with respect to current or future
products. Defending against any such claim could be time-consuming, result in costly litigation, cause product shipment delays or force Radiant to enter into royalty or
license agreements rather than dispute the merits of such claims. Moreover, an adverse outcome in litigation or similar adversarial proceeding could subject Radiant to
significant liabilities to third parties, require the expenditure of significant resources to develop non-infringing technology, require disputed rights to be licensed from
others or require Radiant to cease the marketing or use of certain products, any of which could have a material adverse effect on Radiant’s business, operating results
and financial condition. To the extent Radiant desires or is required to obtain licenses to patents or proprietary rights of others, there can be no assurance that any such
licenses will be made available on terms acceptable to Radiant, if at all. As the number of software products in the industry increases and the functionality of these
products further overlaps, Radiant believes that software developers may become increasingly subject to infringement claims. Any such claims against Radiant, with or
without merit, as well as claims initiated by Radiant against third parties, could be time consuming and expensive to defend, prosecute or resolve.

Employees

As of December 31, 2008, the Company employed 1,354 people. None of Radiant’s employees is represented by a collective bargaining agreement nor has the
Company experienced any work stoppages. Radiant considers its relations with its employees to be good.

Radiant’s future operating results depend in significant part upon the continued service of its key technical, consulting and senior management personnel and its
continuing ability to attract and retain highly qualified technical and managerial personnel. Competition for such personnel is intense, and there can be no assurance that
Radiant will retain its key managerial or technical personnel or attract such personnel in the future. Radiant has at times experienced and continues to experience
difficulty recruiting qualified personnel, and there can be no assurance that Radiant will not experience such difficulties in the future. Radiant, either directly or through
personnel search firms, actively recruits qualified product development, consulting, sales and marketing, and administrative personnel. If Radiant is unable to hire and
retain qualified personnel in the future, such inability could have a material adverse effect on Radiant’s business, operating results and financial condition.

Foreign Operations

For information regarding sales and long-lived assets attributable to domestic and foreign operations, please refer to the information presented in Note 14 - Segment
Reporting Data in the notes to our consolidated financial statements, presented in Part II, Item 8 of this report.

Environmental Matters

The Company believes that it is in compliance in all material respects with all applicable environmental laws and does not anticipate that such compliance will have a
material effect on its future capital expenditures, earnings or competitive position with respect to any of its operations.

Available Information

Radiant maintains a website at www.radiantsystems.com. Radiant makes available free of charge its annual reports on Form 10-K, quarterly reports on Form 10-Q and
current reports on Form 8-K on its website as soon as practicable after such reports are filed with the SEC. These filings can be accessed through the ‘Investor
Relations’ page on Radiant’s website at www.radiantsystems.com . Radiant’s common stock is traded on The NASDAQ Stock Market under the symbol “RADS.”
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ITEM1A. RISK FACTORS

In addition to the other information contained in this report, the following risks should be considered carefully in evaluating Radiant and its business.

Risks Related to our Business

Recent global economic and market conditions could cause decreases in demand for our products and related services.

Our revenue and profitability depend on the overall demand for our products and related services. We are impacted both directly and indirectly by declining globat
economic conditions. The retail and hospitality industries are cautious of investments in information technology during difficult economic times, which often results in
reduced budgets and spending. This impacts us through reduced revenues, elongated selling cycles, delays in product implementation and increased competitive margin
pressure. The recent severe downturn in global economic and market conditions could result in decreases in demand for our products and related services as the current
tightening of credit in financial markets may adversely affect the ability of our customers to obtain financing for significant purchases and operations. We are unable to
predict with certainty the future impact which the most recent global economic conditions will have on the demand for our products and related services.

The recent volatility and disruption of the capital and credit markets, and adverse changes in the global economy, could have a negative impact on our ability to
access the credit markets in the future and/or obtain credit on favorable terms.

Recently, the capital and credit markets have become increasingly tight as a result of adverse economic conditions that have caused the failure and near failure of a
number of large financial services companies. While currently these conditions have not impaired our ability to access credit markets and finance our operations, there
can be no assurance that there will not be a further deterioration in the financial markets. If the capital and credit markets continue to experience crises and the
availability of funds remains low, it is possible that our ability to access the capital and credit markets may be limited or available on less favorable terms at a time
when we would like, or need, to do so, which could have an impact on our ability to refinance maturing debt, pursue acquisitions and/or react to changing economic and
business conditions. In addition, if current global economic conditions persist for an extended period of time or worsen substantially, our business may suffer in a
manner which could cause us to fail fo satisfy the financial and other restrictive covenants to which we are subject under our existing indebtedness.

Fluctuations in currency exchange rates may adversely impact our cash flows and earnings.

Due to our global operations, our cash flow and carnings are exposed to currency exchange rate fluctuations. Exchange rate fluctuations may also affect the cost of
goods and services that we purchase. The recent volatility in the global capital and credit markets has increased the frequency and severity of exchange rate fluctuations.
Changes from our expectations for currency exchange rates can have a material impact on our financial results. When appropriate, we may attempt to limit our exposure
to exchange rate changes by entering into short-term currency cxchange contracts. There is no assurance that we will hedge or will be able to hedge such foreign
currency exchange risk or that our hedges will be successful.

Our carrency exchange gains or losses (net of hedges) may maierially and adversely impact our cash flows and eamings. Additionally, adverse movements in carrency
exchange rates could result in increases in our cost of goods sold or reduction in growth in interational orders, materially impacting our cash flows and eamings.

An increase in customer bankruptcies, due to weak economic conditions, condd harm our business.

During weak economic times, there is an increased risk that certain of our customers will file bankruptcy. If 2 customer files bankruptcy, we may be required to forego
collection of pre-petition amounts owed and to repay amounts remitted to us doring the 90-day preference period preceding the filing. Accounts reccivable balances
related to pre-petition amounts may, in certain of these instances, be large due 1o extended payment terms for software license fees, and significant billings for
consulting and implementation services on large projects. The bankruptcy laws, as well as specific circumstances of gach bankruptcy, may limit our ability to collect
pre-petition amounts. We also face risk from international customers that file for bankrupicy protection in foreign jurisdictions, in that the application of foreign
bankruptcy laws may be more difficuit to predict. Although we belicve that we have sufficient reserves to cover anticipated customer bankruptcies, we can provide no
assurance that such reserves will be adequate, and if they are not adequate, our business, operating results and financial condition wonld be adversely affected.

Our revenues ore significantly concentrated in the hospitality and retail markets and the demand for our products and services in these markets could be
disproportionately affected by instability or a downturn in either market.

Approximately 75%, 68% and 64% of the our total revenues for the fiscal years ended December 31, 2008, 2007 and 2006, respectively, were attributable to the
hospitality market and approximately 24%, 31% and 35% of our total revenues for the fiscal years ended December 31, 2008, 2007 and 2006, respectively, were
attributable fo the retail market. The hospitality and retail markets arc affected by a variety of factors, including global and regional instability, governmental policy and
regulation, political instability, natural disasters, environmental and health disasters, consumer buying habits, consolidation in the petroleum industry, war, terrorism
and general economic conditions. Adverse developments in either market could materially and adversely affect our business, operating results and financial condition.
In addition, we believe the purchase of our products is relatively discretionary and generally involves a significant commitment of capital, because purchases of our
products are often accompanied by large scale hardwarc purchases. As a result, demand for our products and services could be disproportionately affected by instability
or downtumns in the hospitality and retail markets which may cause customers to exit the industry or delay, cancel or reduce planned-for information management
systems and software products.
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We may be required to defer recognition of revenues on our software products, which may have a material adverse effect on our financial results.

We may be required to defer recognition of revenues for a significant period of time after entering into a license agreement for a variety of factors, including the
following:

. transactions that include both currently deliverable sofiware products and arrangements that include specified upgrades for which we have not
established vendor-specific objective evidence (“VSOE”) of fair value;

. transactions where the customer demands services that include significant modifications, customizations or complex interfaces that could delay
product delivery or acceptance; and

. transactions that involve acceptance criteria that may preclude revenue recognition or if there are identified product-related issues, such as
performance issues.

Because of the factors listed above and other specific requirements under generally accepted accounting principles (“GAAP”) for software revenue recognition, we
must have very precise terms in our license agreements in order to recognize revenue when we initially deliver software or perform services. Although we have a
standard form of license agrecment that meets the criteria under GAAP for current revenue recognition on delivered elements, we negotiate and revise these terms and
conditions in some transactions. Negotiation of mutually acceptable terms and conditions can extend the sales cycle, and sometimes result in deferred revenue
recognition well after the time of delivery or project completion.

Our revenues and results of operations are difficult to predict and may fluctuate substantially from quarter to quarter, which could adversely affect our business
and the market price of our common stock.

Our revenues and results of operations are difficult to predict and may fluctuate substantially from quarter to quarter. These fluctuations can adversely affect our
business and the market price of our common stock. License revenues in any quarter depend substantially upon our total contracting activity and our ability to recognize
revenues in that quarter in accordance with our revenue recognition policies. Our contracting activity is difficult to forecast for a variety of reasons, including the
following:

. our sales cycle is relatively long and varies as a result of us expanding our product line and broadening our software product applications to cover a
customer’s overall business;

. the size of license transactions can vary significantly;

. economic downturns are often characterized by decreased product demand, price erosion, technological shifts, work slowdowns and layoffs, which
can substantially reduce contracting activity;

. customers may unexpectedly postpone or cancel anticipated system replacements or new system evaluations due to changes in their strategic
priorities, project objectives, budgetary constraints or management;

. customer evaluations and purchasing processes vary significantly from company to company, and a customer’s internal approval and expendliture
authorization process can be difficult and time consuming, even after selection of a vendor;

. changes in our pricing policies and discount plans may affect customer purchasing patterns;

. the number, timing and significance of our and our competitors” software product enhancements and new software product announcements rnay
affect purchasing decisions;

. the introduction of new research and development projects requires us to significantly increase our operating expenses to fund greater levels of
product development and to develop and commercialize additional products and services;

. certain expenses, including those over which we exercise little or no control, such as health costs, compliance with new legislation, and property and
liability insurance, may be difficult to manage; and

. fluctuations in the value of foreign currency exchange rates relative to the U.S. dollar or weakening of the U.S. dollar may adversely impact our

ability to purchase materials at a competitive price.

In addition, our expense levels, operating costs and hiring plans are based on projections of future revenues and are relatively fixed. If our actual revenues fall below
expectations, our net income is likely to be disproportionately adversely affected.

Due to all of the foregoing factors, in some future quarters our operating results may fall below the expectations of securities analysts and investors. In such event, the
market price of our common stock would likely decrease.
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Our gross margins may vary significantly or decline.

Since the gross margins on product revenues are significantly greater than the gross margins on services revenues, our combined gross margin has fluctuated from
quarter to quarter and it may continue to fluctuate significantly based on revenue mix.

Our success will depend on our ability to develop new products and to adapt to rapid technological change.

The types of products sold by us are subject to rapid and continual technological change. Products available from us, as well as from our competitors, have increasingly
offered a wider range of features and capabilitics. We believe that in order to compete effectively in selected vertical markets, we must provide compatible systems
incorporating new technologies at competitive prices. To the extent we determine that new software and hardware technologies are required to remain competitive or
our customers demand more advanced offerings, the development, acquisition and implementation of these technologies are likely to require significant capital
investments by us. To the extent that such expenses precede or are not subsequently followed by increased revenues, our business, results of operations and financial
condition may be materially and adversely affected.

We can provide no assurance that we will be able to continue funding research and development at levels sufficient to enhance our current product offerings or be able
to develop and introduce on a timely basis new products that keep pace with technological developments and emerging industry standards and address the cvolving
needs of customers. There can also be no assurance that we will not experience difficulties that will result in delaying or preventing the successful development,
introduction and marketing of new products in our existing markets or that our new products and product enhancements will adequately meet the requirements of the
marketplace or achieve any significant degree of market acceptance. Likewise, there can be no assurance as to the acceptance of our products in new markets, nor can
there be any assurance as to the success of our penetration of these markets, or to the revenue levels or profit margins with respect to these products. Our inabitity, for
any reason, to develop and introduce new products and product enhancements in a timely manner in response to changing market conditions or customer requirements
could materially adversely affect our business, financial position, results of operations and cash flow.

In addition, we strive to achieve compatibility between our products and retail systems that we belicve are or will become popular and widely adopted. We invest
substantial resources in development efforts aimed at achieving such compatibility. Any failure by us to anticipate or respond adequately to technology or market
developments could materially adversely affect our business, operating results and financial condition.

We may have difficalty implementing our products, which conld damage our reputation and our ability to generate new business.

Implementation of our software products can be a lengthy process, and commitment of resources by our customers is subject to a number of significant risks over which
we have little or 2o control. Delays in the implementations of any of our software products, whether by our business partners or us, may result in customer
dissatisfaction, disputcs with customers, or damage to our reputation. Significant problems implementing our software can cause delays or prevent us from collecting
fees for our sofRware and can damage our ability to generate new business.

Errors or defects in owr sofiware prodncts could diminish demand for our products, injure our reputation and reduce our operating resuits.

Our software products are complex and may contain errors that could be detected at any point in the life of the product. We can provide no assurances that ervors will
not be found in new products or releases after shipment. Such errors could result in diminished demand for our products, delays in market acceptance and sales,
diversion of development resounces, injury to our reputation or increased service and warranty costs. If any of these were to occur, our operating results could be
adversely affected.

Our failure 1o manage our growth effectively could have a material adverse effect on our business, financial position, resuits of operations, and cash flows.

The growth in the size and complexity of our business and the expansion of our product lines and customer base may place a significant strain on our management and
operations. An increase in the demaad for our products could strain our resources or result in delivery problems, delayed software releases, slow response time, or
insafficient resources for assisting customer with implementation of our products and services, which could have a material adverse effect on our business, operating
results and financiai condition. We anticipate that continoed growth, if any, will require us to recruit, hire and assimilate a substantial number of new employees,
including consulting, product development, sales and marketing, and administrative personnel.

Our ability to compete effectively and to manage future growth, if any, will also depend on our ability to continue to implement and improve operational, financial and
management information systems on a timely basis and to expand, train, motivate and manage our work force, particularly our direct sales force and consulting services
organization. We can provide no assurance that we will be able to manage any future growth, and any failure to do so could have a material adverse effect on our
business, financial position, results of operations, and cash flows.
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Our acquisition of existing businesses and our failure to successfully integrate these businesses could disrupt our business, dilute our common stock and harm our
financial position, results of operations, and cash flows.

As part of our operating history and growth strategy, we have acquired other businesses. In the future, we may continue to seek acquisition candidates in selected
markets and from time to time engage in exploratory discussions with suitable candidates. We can provide no assurance that we will be able to identify and acquire
targeted businesses or obtain financing for such acquisitions on satisfactory terms. The process of integrating acquired businesses into our operations may result in
unforeseen difficulties and may require a disproportionate amount of resources and management attention. In particular, the integration of acquired technologies with
our existing products could cause delays in the introduction of new products. In connection with future acquisitions, we may incur significant charges to earnings as a
result of, among other things, the write-off of purchased research and development.

Future acquisitions may be financed through the issuance of common stock, which may dilute the ownership of our sharcholders, or through the incurrence of additional
indebtedness. Furthermore, we can provide no assurance that competition for acquisition candidates will not escalate, thereby increasing the costs of making
acquisitions or making suitable acquisitions unattainable. Acquisitions involve numerous risks, including the following:

. problems combining the acquired operations, technologies or products;

. unanticipated costs or liabilities;

. diversion of management’s attention;

. adverse effects on existing business relationships with suppliers and customers;

. risks associated with entering markets in which we have limited or no prior experience; and
. potential loss of key employees, particularly those of the acquired organizations.

For example, until we actually assume operating control of the business assets and operations, it is difficult to ascertain with precision the actual value or the potential
liabilities of our acquisitions. We may not be able to integrate successfully any business, technologies or personnel that we have acquired or that we might acquire in the
future, and this could harm our financial position, results of operations, and cash flows.

Damage to our manufacturing site could limit our ability to operate our business.

We do not have redundant, multiple-site manufacturing capacity. Therefore, damage to our manufacturing site from a natural disaster or other catastrophic event such as
fire, flood, terrorist attack, power loss and other similar events could cause interruptions or delays in our manufacturing process or render us unable to accept and fulfill
customer orders. We have not established a formal disaster recovery plan and our business interruption insurance may not be adequate to compensate us for any losses
we may suffer.

The loss of our key personnel could have a material adverse effect on us.
Our future success depends in part on the performance of our executive officers and key employees. We do not have employment agreements with any of our executive

officers. The loss of the services of any of our executive officers or other key employees could have a material adverse effect on our business, financial positior, results
of operations, and cash flows.

Our inability to attract, hire or retain the necessary technical and igerial per I could have a material adverse effect on our business, financial position,
results of operations, and cash flows.

We are heavily dependent upon our ability to attract, retain and motivate skilled technical and managerial personnel, especially highly skilled engineers involved in
ongoing product development and consulting personnel who assist in the development and implementation of our total business solutions. The market for such
individuals is intensely competitive. Due to the critical role of our product development and consulting staffs, the inability to recruit successfully or the loss of a
significant part of our product development or consulting staffs could have a material adverse effect on us. The software industry is characterized by a high level of
employee mobility and aggressive recruiting of skilled personnel. We can provide no assurance that we will be able to retain our current personnel, or that we will be
able to attract, assimilate or retain other highly qualified technical and managerial personnel in the future. The inability to attract, hire or retain the necessary technical
and managerial personnel could have a material adverse effect upon our business, financial position, results of operations, and cash flows.
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Our success and ability to compete are dependent upon our ability to protect our proprietary technology.

Our success and ability to compete are dependent in part upon our ability to protect our proprietary technology. We rely on a combination of patent, copyright and trade
secret laws and non-disclosure agreements to protect this proprictary technology. We enter into confidentiality and non-compete agreements with our employees and
license agreements with our customers and potential customers, which limit access to and distribution of our software, documentation and other proprietary information.
We can provide no assurance that the steps taken by us to protect our proprietary rights will be adequate to prevent misappropriation of our technology or that our
competitors will not independently develop technologies that are substantially equivalent or superior to our technology. In addition, the laws of some foreign countries
do not protect our proprietary rights to the same extent as do the laws of the United States.

Litigation may be necessary in the future to enforce our intellectual property rights, such as our trade secrets, to determine the validity and scope of our or others’
proprietary rights, or to defend against claims of infringement or invalidity. Such litigation could result in substantial costs and diversion of resources and could have a
material adverse effect on our business, operating results and financial condition.

Certain technology used in conjunction with our products is licensed from third parties, generally on a non-exclusive basis. The termination of any of these licenses, or
the failure of the third-party licensors to maintain or update their products adequately, could result in delay in our ability to ship certain of our products while we seek to
implement technology offered by alternative sources, and any required replacement licenses could prove costly. While it may be necessary or desirable in the future to
obtain other licenses relating to one or more of our products or relating to current or future technologies, we can provide no assurance that we will be able 1o do so on
commerctally reasonable terms or at all.

If we become subject to adverse claims alleging infringement of third-party proprietary rights, we may incur substantial unanticipated costs and our competitive
position may suffer.

There has been 2 substantial amount of litigation in the software industries regarding inteliectual property rights. It is possible that in the future third parties may claim
that our current or potential future software solutions infringe on their inteliectual property. We anticipate that software product developers will increasingly be subject
to infringement claims as the number of products and competitors in our industry segment grow. Although we are not aware of any infringement by our technology on
the proprietary rights of others and arc not currently subject fo any legal proceedings mvolving claimed infringements, we can provide no assurance that we will aot be
subject to such third-party claims, litigation or indemnity demands or that these claims will not be successful. If a claim or indemnity demand were to be brought
against us, it could result in costly litigation or product shipmeat delays, or force us to stop sclling or providing services or enter into costly royalty or license
agreements.

We operate in a highly competitive market and can give no assurance that we will be able to compete successfully against our current or future competitors.

The market for retail information systems is intcnsely competitive. We belicve the principal competitive factors are product quality, relisbility, performance and price,
vendor and product reputation, financial stability, features and functions, case of use, quality of support, and degree of integration effort required with other systems. A
number of companies offer competitive products addressing certain of our target markets. In addition, we believe that new market entranis may attempt to develop fully
integrated systems targeting the retail indusiry. In the market for consulting services, we compete with various systems integrators. Many of onr existing cornpetitors, as
well as a number of poteatial new competitors, have significantly greater financial, technical and marketing resources than we have. We can provide no assurance that
we will be able to compete successfully against our current or future competitors or that competition will not have a material adverse effect on our business, operating
results and financial condition.

Additionally, we compete with a variety of hardware and software vendors. Some of our competitors may have advantages over us due to their significant worldwide
presence, longer operating and product development history, and substantially greater financial, technical and marketing resources. If competitors offer more favorable
payment terms and/or more favorable contractual implementation terms or guarantees, we may need to lower prices or offer other favorable terms in order to compete
successfully. Aay such changes would likely reduce our margins.

Our increased investment in the international market could expose us io risks in addition 1o those experienced in the United States.

Our international revenues represented approximately $42.5 million, $33.5 million and $38.4 million, or 14%, 13% and 17%, respectively, of our total revenues for our
2008, 2007 and 2006 fiscal years, respectively, and we will continue to invest in expanding our international operations. The global reach of our business could canse us
to be subject to unexpected, uncontrollable and rapidly changing events and circumstances in addition to those experienced in domestic locations. The following factors,
among others, present risks that could have an adverse impact on our busincss, operating results and financial condition:

. weaker protection of inteliectual property rights;
. an inability to replicate previous international revenues;
. currency controls and fluctuations in currency exchange rates and the potential inability to hedge the currency risk in some transactions because of

uncertainty or the inability to reasonably estimate our foreign exchange exposure;

. possible increased costs and development time to adapt our products to local markets;
. potential lack of experience in a particular geographic market;
. legal, regulatory, social, political, labor or economic conditions in a specific country or region, including loss or modification of exemptions for taxes

and tariffs, and import and export license requirements which may have a negative impact on us;

. higher operating costs in many foreign countries;
. Anti-American sentiment due to the war in Iraq and other American policies that may be unpopular in certain regions; and
. Challenges of finding qualified personnel for our international operations.
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Our products and services could be vulnerable to unauthorized access and hacking.

Credit card issuers have promulgated credit card security guidelines as part of their ongoing effort to battle identity theft and credit card fraud. We continue to work
with credit card issuers to assure that our products and services comply with the credit card associations’ security regulations and best practices applicable to our
products and services. There can be no assurances, however, that our products and services are invulnerable to unauthorized access or hacking. Additionally, there can
be no guarantee that our customers will implement all of the credit card security features that we introduce or all of the protections and procedures required by the credit
card issuers, or that our customers will establish and maintain appropriate levels of firewall protection and other security measures. When there is unauthorized access
to credit card data that results in financial loss, there is a potential that parties could seek damages from us. Additionally, changes in the security guidelines could
require significant and unanticipated development efforts.

We may be subject to additional tax liabilities.

We are subject to income and sales taxes in the United States and all of the other countries in which we conduct business. Additionaily, we may be subject to certain
tariffs imposed by the World Trade Organization and other governing bodies designed to tax U.S. imports. Significant judgment is required in determining our
worldwide provision for income taxes. This determination is highly complex and requires detailed analysis of the available information and applicable statutes and
regulatory materials. In the ordinary course of our business, there are many transactions and calculations where the ultimate tax determination is uncertain. We are
regularly under audit by tax authorities. Although we believe our tax estimates are reasonable, the final determination of tax audits and any related litigation could be
materially different from our historical income tax provisions and accruals. If we receive an adverse ruling during an audit, or we unilaterally determine that we have
misinterpreted provisions of the myriad tax regulations to which we are subject, there could be a material effect on our income tax provision, net income or cash flows
in the period or periods for which that determination is made.

Our goodwill or amortizable intangible assets may become impaired.

If our goodwill or amortizable intangible assets become impaired, we may be required to record a non-cash charge to earnings. Under GAAP, we review our
amortizable intangible assets for impairment when events or changes in circumstances indicate the carrying value may not be recoverable. Goodwill is required to be
tested for impairment at least annually. Factors that may be considered a change in circumstances indicating that the carrying value of our goodwill or amortizable
intangible assets may not be recoverable, and therefore need to be reduced or written off altogether, include a decline in stock price and market capitalization, reduced
future revenues, cash flows or growth estimates, failure to meet earnings forecasts and a reduction in use or discontinuation of the purchased products. If we determine
that an impairment has occurred, we are required to record a charge to earnings in our financial statements during the period in which any impairment of our goodwill
or amortizable intangible assets is determined. This charge will correspondingly reduce our results of operations, perhaps materially.
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Risks Related to an Investment in Our Common Stock

Investment in our common stock involves risk and we do not expect to pay dividends on our common stock in the Jforeseeable future.

The market price for our common stock has in the past experienced substantial price volatility and such volatility may occur in the future. The current global economic
downturn and negative market conditions throughout 2008 have contributed to a significant decline in the market price of our common stock. Our quarterly operating
results, the results of other companies participating in the computer-based products and services industry, changes in conditions in the economy or the financial markets
of the computer products and services industries, natural disasters or other developments affecting us or our competitors could cause the market price of our common
stock to fluctuate substantially. In addition, the stock market has experienced extreme price and volume fluctuations that have affected the market price of many
technology stocks and have often been unrelated or disproportionate to the operating performance of these companies. For the foresecable future, it is expected that
earnings, if any, generated from our operations will be used to finance the growth of our business, and that no dividends will be paid to holders of our common stock.

Our executive officers own a significant amount of our common stock and will be able to exercise significant influence on matters requiring shareholder approval.

Our executive officers collectively owned approximately 15% of our outstanding common stock as of March 2, 2009. Consequently, together they continue to be able to
exert significant influence over the election of our directors, the ontcome of most corporate actions requiring shareholder approval and our business.

Our Articles of Incorporation contain anti-takeover provisions which could have the effect of making it more difficult for a third party to acquire control of us.

Our amended and restated articles of incorporation authorize our board of directors to issue up to 5,000,000 shares of preferred stock and to fix the rights, preferences,
privileges and restrictions, including voting rights, of the preferred stock without further vote or action by our sharcholders. The rights of the holders of our common
stock will be subject to, and may be adversely affected by, the rights of the holders of any preferred stock that may be issued in the future. While we have no present
intention to issue any shares of preferred stock, such issnance, while providing desired flexibility in connection with possible acquisitions and other corporate actions,
could have the effect of making it more difficult for a third party to acquire a majority of our outstandiag voting stock. For example, an issuance of preferred stock
could:

. adversely affect the voting power of the stockholders of our common stock;

. make it more difficult for a third party to gain control of us;

- discourage bids for our common stock at a premium;

. limit or eliminate any payments that the stockholders of our common stock could expect to receive upon our liguidation; or
. otherwise adversely affect the market price of our common stock.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

There are no unresolved written comments that were received from the SEC staff 180 days or more before the end of our 2008 fiscal year relating to our periodic or
current reports under the Exchange Act.

ITEM 2. PROPERTIES

The Company currently conducts its operations from 15 locations and 18 different facilities. With the exception of two properties, all of our facilities are leased. The
facilities consist of assembly/warehouse and sales/administrative offices totaling approximately 410,000 square feet. In addition, the Company subleases approximately
120,000 square feet at two facilities in Alpharetta, Georgia. The long-term leases on the Company’s facilities expire at various dates through 2017. The Company also
has a total of eight corporate apartment leases. The apartments are located in Alpharetta, GA; Fresno, CA; Prague, Czech Republic; London, UK; Kent, UK; two in
Shanghai, China; and one in Singapore. The leases expire on various dates through February 2010. The Company believes its facilities are adequate for its current needs
and does not anticipate any material difficulty in securing facilities for new space, should the need arise. See “Liquidity and Capital Resources” for a summary of the
Company’s lease obligations. A summary of our principal leased and owned properties that are currently in use is as follows:

Location

i April 2010,
0 N/A- 50% owned

The Company is subleasing 100% of this facility. The sublease expires concurrent with the Company’s primary lease agreement in January 2013.

@
The Company is subleasing 100% of this facility. The sublease expires concurrent with the Company’s primary lease agreement in December 2010.

(3) The Company has a total of three leased facilities in Geelong, Australia. Certain leases expire on various dates through February 2011 while others are on a
month-to-month basis.

(4) The Company’s 50% share of this facility was sold during the first quarter of 2009.

ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedings to which the Company is a party or of which any of its properties are the subject; nor are there material proceedings
known to the Company to be contemplated by any governmental authority. There are no material proceedings known to the Company, pending or contemplated, in
which any director, officer or affiliate or any principal security holder of the Company, or any associate of any of the foregoing, is a party or has an interest adverse to
the Company.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The information contained in Item 4 of the Company’s quarterly report on Form 10-Q for the fiscal quarter ended September 30, 2008 is incorporated herein by
reference.
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PART 11

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY

SECURITIES

The Company’s common stock is traded on The NASDAQ Stock Market under the symbol “RADS.” The following table sets forth the high and low closing sales
prices of our common stock for the periods indicated as reported by The NASDAQ Stock Market.

As of March 2, 2009, there were 126 holders of record of the Company’s common stock. The closing price for the stock on this date was $2.99. Management of the
Company believes that there are in excess of 7,600 beneficial holders of its commaon stock.

Performance Graph

The following graph compares the performance of Radiant’s common stock with the performance of the NASDAQ Stock Market fndex and the NASDAQ Computer
and Data Processing Stock Index for a five year period by measuring the changes in common stock prices from Deceraber 31, 2003 to December 31, 2008,
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Dividends

The Company currently anticipates that all of its earnings will be retained for development of the Company’s business and does not anticipate paying any cash
dividends in the foreseeable future. Future cash dividends, if any, will be at the discretion of the Company’s Board of Directors and will depend upon, among other
things, the Company’s future earnings, operations, capital requirements and surplus, general financial condition, contractual restrictions and such other factors as the
Board of Directors may deem relevant.

As part of the debt covenants with Wells Fargo Foothills Inc., the Company was prohibited from paying any future dividends without first obtaining consent from this
lender. The Company refinanced its credit agreement with Wells Fargo in January 2008 and executed a new credit agreement with JP Morgan Chase Bank, N.A. (the
“JPM Credit Agreement”). The JPM Credit Agreement contains limitations on the Company’s ability to declare and pay cash dividends. Further explanation of this
agreement is presented in Note 7 of the consolidated financial statements.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information for all equity compensation plans as of the fiscal year ended December 31, 2008, under which the equity securities of the
Company were authorized for issuance:

Weighted-Average Number of Securities

Number of Securities Exercise Price of Remaining Available

to be Issued Upon Exercise Outstanding Options, for Future Issuance
of Outstanding Options, Warrants and Under Equity

Warrants and Rights Compensation Plans

Purchases of Common Stock

In the fourth quarter of 2007, the Board of Directors of the Company authorized a re-commencement of the Company’s stock repurchase program authorizing the
repurchase of up to 1.0 million shares of its common stock at a price not to exceed $25.00 per share through November 2009. No such purchases were made during
2008.
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ITEM 6, SELECTED FINANCIAL DATA

The following table sets forth selected consolidated financial data of the Company for each of its five most recent fiscal years which have been derived from the
consolidated financial statements of the Company. The financial data as of and for the year ended December 31, 2004 include Radiant’s acquisition of Aloha
Technologies and certain affiliated entities (collectively, “Aloha”) which took place in January 2004. The financial data as of and for the year ended December 31, 2005
includes Radiant’s acquisition of MenuLink, which took place in October 2005. The financial data as of and for the year ended December 31, 2006 includes Radiant’s
acquisition of Synchronics, which took place in January 2006. The financial data as of and for the year ended December 31, 2008 includes Radiant’s acquisition of
Quest, Hospitality EPoS, Jadeon and Orderman, which took place in January 2008, April 2008, May 2008 and July 2008, respectively. See Note 5 to the consolidated
financial statements for further explanation regarding these acquisitions. This selected consolidated financial data should be read in conjunction with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and the consolidated financial statements of the Company and the notes thereto included
elsewhere herein (in thousands, except per share data):

Year Ended December 31,

2008 2007 2006 2005 2004

253,198 § 222310 §

$ 301576 §

129,062 112,137 97,859 69,750 58,956

n operstions (1) | 4300 e

Income from discontinued Enterprise business, net — - — — 2,713

BRIAL ALY

uing operations:

R

share

s

Working capital $ 41578 8% 51,7208 29556 $ 22822 $  19,i86

g

(1)  Fiscal year ended December 31, 2006 includes an income tax benefit of approximatety $10.3 million. See Note 10 in the notes to the consolidated financial
statements and “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Introduction

Management’s Discussion and Analysis (“MD&A”) is intended to facilitate an understanding of Radiant’s business and results of operations. This MD&A should be
read in conjunction with Radiant’s consolidated financial statements and the accompanying notes to consolidated financial statements included elsewhere in this report.
MD&A consists of the following sections:

. Overview: A summary of Radiant’s business, financial performance and opportunities

. Results of Operations: A discussion of operating results

. Liquidity and Capital Resources: An analysis of cash flows, sources and uses of cash, contractual obligations and financial position

. Critical Accounting Policies and Procedures: A discussion of critical accounting policies that require the exercise of judgments and estimates
. Recent Accounting Pronouncements: A summary of recent accounting pronouncements and the effects on the Company

Overview

We are a leading provider of technology focused on the development, installation and delivery of solutions for managing site operations of hospitality and retail
businesses. Our point-of-sale and back-office technology is designed to enable businesses to deliver exceptional customer service while improving profitability. We
offer a full range of products and services that are tailored to specific hospitality and retail market needs including hardware, software, professional services and
electronic payment processing. The Company offers best-of-breed solutions designed for ease of integration in managing site operations, thus enabling operators to
improve customer service while reducing costs. We believe our approach to site operations is unique in that our product solutions provide enterprise visibility and
control at the site, field, and headquarters levels.

The Company manages its business in two reportable segments: (i) Hospitality (which includes the former Entertainment segment and the recently acquired businesses
of Orderman GmbH, Jadeon, Hospitality EPoS Systems and Quest Retail Technology), and (ii) Retail (which is comprised of the former Petroleum and Convenience
Retail segment and the Synchronics business). Each segment focuses on delivering site management systems, including point-of-sale, self-service kiosk, and
back-office systems, designed specifically for each of the core vertical markets.

Radiant’s financial performance during 2008 was positively impacted by strategic decisions designed to generate future revenue and operating income growth. The
most significant factors that affected Radiant’s results of operations and financial condition during 2008 were growth within our Hospitality segment through our direct
sales channel, growth within our Retail segment through our indirect sales channel, additional transaction fee revenues resulting from our new electronic payment
processing business and market penetration of the products acquired in the Quest Retail Technology transaction. A brief summary of this and other recent acquisitions is
noted below and is followed by discussion of our new electronic payment processing business.

Acquisition of Orderman

On July 1, 2008, the Company acquired Orderman GmbH (“Orderman”), one of the leading manufacturers of wireless handheld ordering and payment devices for the
hospitality industry. Headquartered in Salzburg, Austria, Orderman has provided innovative mobile solutions since 1994. Orderman distributes its solutions through a
reseller network of more than 600 partners that have deployed approximately 50,000 handheld devices, predominately in Europe. The acquisition enables Radiant to
accelerate the adoption of mobile devices in the global hospitality sector. The total purchase price was approximately $33.0 million. The acquisition of Orderman was
dilutive to 2008 earnings as adjusted to exclude amortization of intangible assets. The operations of the Orderman business have been included in our consolidated
results of operations and financial position from the date of acquisition. The results of these operations are reported under the Hospitality segment.

Acquisition of Jadeon

On May 1, 2008, Radiant acquired substantially all of the assets of Jadeon, Inc. (“Jadeon™), one of the Company’s resellers in California. Headquartered in Irvine, just
outside Los Angeles, Jadeon has been delivering and supporting Radiant’s hospitality point-of-sale solutions since 2001. Jadeon offers a full range of technology
systems and implementation and support services throughout the West coast. The acquisition enables Radiant to strengthen its service capabilities and relationships with
key accounts. Jadeon also serves as a platform for Radiant to strengthen its West coast market presence, specifically in the Los Angeles and San Francisco markets,
allowing better penetration in the largest market in North America. The total purchase price was approximately $7.0 million. The operations of the Jadeon business have
been included in our consolidated results of operations and financial position from the date of acquisition. The results of these operations are reported under the
Hospitality segment.
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Acquisition of Hospitality EPoS Systems

On April 4, 2008, the Company acquired Hospitality EPoS Systems Ltd. (“Hospitality EPoS™), a leading technology supplier to the U.K. hospitality market since 1992.
Headquartered in Kent, England, just outside London, Hospitality EPoS provided substantial capabilities for sales, implementation and support services and represented
Radiant’s suite of hospitality products including Aloha point-of-sale software, Enterprise.com above-store reporting, gift card and loyalty programs, MenuLink
back-office and Radiant hardware. The total purchase price was approximately $6.1 million. The operations of the Hospitality EPoS business have been included in our
consolidated results of operations and financial position from the date of acquisition. The results of these operations are reported under the Hospitality segment.

Acquisition of Quest Retail Technology

On January 4, 2008, the Company acquired Quest Retail Technology (“Quest”), a privately held company based in Adelaide, Australia. Quest is a global provider of
point-of-sale and back office solutions to stadiums, arenas, convention centers, race courses, theme parks and various other industries. The total purchase price was
approximately $53.4 million. The operations of the Quest business have been included in our consolidated results of operations and financial position from the date of
acquisition. The results of these operations are reported under the Hospitality segment.

Acquisition of Synchronics

On January 3, 2006, the Company acquired substantially all of the asscts of Synchronics, Inc. (“Synchronics”), a supplier of business management and point-of-sale
software for the specialty retail industry. Total consideration was approximately $26.8 million, and consisted of approximately $19.5 million in cash and 605,135 shares
of restricted commeon stock with a value of $12.05 per share in accordance with EITF 99-12, Determination of the Measurement Date for the Market Price of Acquirer
Securities Issued in a Purchase Business Combination . The cash portion of the purchase price was paid on the date of closing. The operations of the Synchronics
business have been included in the Company’s consolidated results of operations from the date of acquisition. The results of these operations are reported under the
Retail segment.

Launnch of Radiant Payment Services

Radiant expanded its business services in 2008 with the launch of Radiant Payment Services (“RPS™), a business aimed at selling and servicing electronic payment
processing. RPS enhances Radiant’s current solutions by providing an integrated, tumkey payment processing solution for a wide varicty of payment methods including
credit, debit and gift card payments. The objective of RPS is to raise the level of customer service that is provided to business owners and operators by providing
competitive and transparent pricing, increased acoountability from a single vendor and the highest level of security for customer data and credit card transactions.

To the extent that we believe acquisitions, joint ventures or new businesses can position us to better to serve our current segments, we will continue to pursue such
opportunities in the future.
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Results of Operations

The following table sets forth, for the periods indicated, the percentage relationship of certain statement of operations items to total revenues:

Year ended December 31,
2008 2007 2006

N

Net income
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Year ended December 31, 2008 compared to year ended December 31, 2007

The Company earned net income of $0.33 per diluted common share in 2008, compared with $0.36 per diluted common share in 2007. In addition, the Company’s
revenues increased during the year ended December 31, 2008 by $48.4 million, or 19%, compared to the year ended December 31, 2007, The increase in revenue was
primarily due to the acquisitions completed in 2008 in addition to new contracts within our direct channel in our Hospitality segment and new contracts within our
indirect channel in our Retail segment. In addition, continued market penetration of the products previously acquired through acquisitions and transaction fee revenue
resulting from our new electronic payment processing business contributed to the increase.

Systems — The Company derives the majority of its revenues from sales and licensing fees for its point-of-sale hardware and software, site management software
solutions and peripherals. Systems revenue for 2008 was $155.6 million compared to $144.6 million in 2007, an increase of $11.0 million, or 8%. The year over year
increase is primarily due to the additional revenues resulting from the acquisitions of Orderman, Quest, Hospitality EPoS and Jadeon and the continued expansion of
direct sales in the Hospitality segment. The increase from 2007 to 2008 was partially offset by a decrease in our Retail business segment.

Maintenance, subscription and transaction services — The Company derives revenues from maintenance, subscription and transaction services including hardware
maintenance, software support and maintenance, hosting services and credit card transaction services. The majority of these revenues are derived from support and
maintenance, which is structured on a renewable basis and is directly attributable to the base of installed sites. Close to 100% of all subscription, maintenance and
support contracts are renewed annually. Revenues from maintenance, subscription and transaction services increased by $26.7 million, or 33%, from 2007 to $108.9
million in 2008. The increase is primarily due to the additional revenues generated in both software and hardware support and maintenance resulting from increased
systems sales in 2008, additional revenues resulting from our electronic payment processing business and additional revenues resulting from the acquisitions of Quest
and Jadeon. The Company believes separate disclosure of the maintenance, subscription and transaction services revenue and the associated costs is meaningful to
investors and provides an important measure of the Company’s business performance. Previously reported amounts have been recast to conform to the current year
presentation and have no impact on previously reported total revenues, total cost of revenues or net income.

Professional services — The Company also derives revenues from professional services such as consulting, training, custom software development and system
installations. Revenues from professional services increased by $10.6 million, or 40%, from 2007 to $37.0 million in 2008. The increase is primarily due to the
additional revenues resulting from the acquisitions of Quest and Jadeon, the continued expansion of direct sales in the Hospitality segment and the continued growth of
new site installations in our hospitality markets.

Systems gross profit — Cost of systems consists primarily of hardware and peripherals for site-based systems and amortization of capitalized labor costs for internally
developed software. All costs, other than capitalized software development costs, are expensed as products are shipped, while capitalized software development costs
arc amortized io expense on a straight-line basis over the estimated ascful fife of the software. Systems gross profit increased during 2008 by $4.6 million, or %, to
$72.7 million, while the gross margin percentage remained constant at 47% in 2008 compared to 2007. We expect our systems gross profit percentage for 2009 to be
comparabie with 2008.

Maintenance, subscription and transaction services gross profit — Cost of maintenance, subscription and ransaction services consists primarily of personnel and other
costs o provide support and mainienance services, hosting services and credit card transaction services. The gross profit on maintenance, subscription and transaction
services revenue increased during 2008 by $8.5 million, or 22%, to $46.3 million, while the gross margin percentage decreased by three points to 43% for 2008
compared to 2007. The decrease in the gross margin percentage is primarily the result of a decrease in our hardware maintenance margin. Specifically, the Jadeon
business has a lower margin on hardware matatenamce than Radiant, but we expect to be able to increase these margins as we continue our integration of Jadeon into
our core business. We also expoct our maintenance, subscription and transaction services gross profit percentage for 2009 to increase based on anticipated growth in our
clectronic payment processing business which has a higher margin than other components of our maintenance and subscription revenues.

Professional services gross profit — Cost of prefessional services consists primarily of personnel costs for consulting, training, custom software development and
instaliation services. The gross profit on professional services revenue increased during 2008 by $3.9 million, or 62%, to $10.1 million while the £ross margin
percentage increased by four points to 27% for 2008 compared to 2007. The increase in the gross margin percentage is the resalt of continued focus on improving
margins within our consulting and custom development services through better utilization of personnel. The Company expects our professional services gross profit
percentage for 2009 to increase compared to 2008 based on cost efficiencies gained as a resuit of our restructuring efforts.

Segment revenues — Total revenues in the Hospitality business segment were $225.0 million in 2008 compared to $170.5 million in 2007, an increase of $54.5 million,
or 32%. The increase is primarily duc to the additional revenues resulting from the acquisitions of Orderman, Quest, Hospitality EPoS, and Jadeon, and an increasc
within our direct sales channel.

Total revenues in the Retail business segment were $73.1 million in 2008 compared to $80.5 million in 2007, a decrease of $7.5 mitlion, or 9%. The decrease is
primarily attributable to economic factors that have resulted in a decrease in demand by convenience store operators. This decrease was partially offset by an increase in
revenues within our indirect sales channel.

Segment net income before allocation of central costs — The Company measures segment profit based on net income before the allocation of certain central costs. For
the year ended December 31, 2008, total net income before allocation of central costs in the Hospitality business segment increased by $1.2 million, or 3%, compared to
the same period in 2007. The increase from 2007 is primarily due to the profitability driven by the acquisition of Quest and additional revenue and profits in our food
service operating unit. This increase was partially offset by an expected decrease in our entertainment operating unit and a net loss in our Orderman business.

For the year ended December 31, 2008, total net income before allocation of central costs in the Retail business segment decreased by $6.5 million, or 38%, compared
to the same period in 2007. The decrease from 2007 is primarily the result of a reduction in revenue from the Retail business segment (specifically our petroleum and
convenience store operating unit) and a decrease in gross profit due to changes in product mix.
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Total operating expenses — Total operating expenses for 2008 increased by $17.9 million, or 20%, as compared to 2007. Total operating expenses as a percentage of
total revenues were 35% in 2008 and 2007. The components of operating expenses are discussed below:

. Product development expenses — Product development expenses consist primarily of wages and materials expended on product development efforts,
excluding any development expenses related to associated revenues which are included in costs of customer support, maintenance and other sarvices.
Product development expenses increased during 2008 by $1.4 million, or 6%, compared to 2007, primarily due to the additional expense structure
assumed by the acquisitions made during the year. Product development expense as a percentage of total revenue was 8% and 9% in 2008 and 2007,
respectively.

. Sales and marketing expenses — Sales and marketing expenses increased by $7.5 million, or 26%, compared to 2007. This increase is primarily
related to the incremental sales and marketing expenses resulting from the acquisitions of Orderman, Quest, Hospitality EPoS and Jadeon and the
hiring of additional personnel to manage and support our sales growth. Sales and marketing cxpenses as a percentage of total revenue were 12% and
11% in 2008 and 2007, respectively.

. Depreciation of fixed assets and amortization of intangible assets — Depreciation and amortization expense increased by $4.1 million, or 49%, in
2008 as compared to 2007. The increase from 2007 is directly related to the amortization of certain intangible assets related to the acquisitions of
Orderman, Quest, Hospitality EPoS and Jadeon, as well as additional depreciation expense resulting from the growth in our fixed assets.
Depreciation and amortization expenses as a percentage of revenues were 4% and 3% during 2008 and 2007, respectively.

. General and administrative expenses — General and administrative expenses increased by $3.3 million, or 12%, as compared to 2007. The increase
from 2007 is primarily due to the additional expense structure assumed by the acquisitions made during the year. General and administrative
expenses as a percentage of total revenue were 10% and 11% in 2008 and 2007, respectively.

. Other charges and income, net — The amounts contained under this heading are non-recurring in nature and, as such, it is not practical to compare
amounts between the current period and previous periods. However, a description of the items which comprise these amounts follows. See Note 8 to
the consolidated financial statements for further discussion of these items.

During the fourth quarter of 2008, the Company recorded an impairment charge of $1.0 million related to the write down of a capitalized software product and a
charge of $0.4 million related to severance payments and the restructuring of the organization. These charges were offset by a gain of $1.4 million on the sale of land
near its corporate headquarters.

During the third quarter of 2008, the Company recorded a restructuring charge of $2.1 million related to amending a sublease agreement on a facility in Alpharetta,
Georgia.

During the second quarter of 2008, the Company recorded a gain of approximately $0.5 million as a result of entering into a forward exchange contract in preparation
for the acquisition of Orderman.

During the first quarter of 2008, the Company recorded a gain of approximately $0.3 million as a result of entering into a forward exchange contract in preparation
for the acquisition of Quest. This gain was offset by approximately $0.4 million in debt cost write-offs and penalties associated with early termination of a credit
agreement as described in Note 7 to the consolidated financial statements.

During 2007, the Company recorded a gain of $0.8 million as a result of entering into a forward exchange contract in preparation for the acquisition of Quest. In
addition, the Company recorded a one-time expense of $1.2 million to write off accumulated transaction costs for multiple corporate development activities that we
elected not to pursue.

During 2006, Radiant relocated its offices in Bedford, Texas to a facility in Fort Worth, Texas. The Company was contractually liable for the lease payments on the
abandoned Bedford facility through September 2007 (lease expiration). In accordance with Statement of Financial Accounting Standards No. 146, Accounting for
Costs Associated with Exit or Disposal Activities (“SFAS 146”), the Company recorded a lease restructuring charge based on the fair value of the remaining lease
payments and estimated maintenance costs at the abandonment date. The restructuring charges were attributable to the Company’s Hospitality business segment. The
abandonment of the Bedford facility resulted in a restructuring charge of $1.4 million in 2006, which consisted of the fair value of the remaining lease liability and
ongoing maintenance costs. During 2007, the Company updated its restructuring reserve analysis and reduced the reserve by $0.1 million as the initial assumation
regarding ongoing maintenance costs changed.

In 2005, Radiant decided to consolidate certain facilities located in Alpharetta, Georgia, in order to reduce future operating costs. This resulted in the abandonment of
one facility, which formerly housed the Company’s customer support call center. The restructuring charges were not attributable to any of the Company’s reportable
segments. In accordance with SFAS 146, the Company recorded a lease restructuring charge based on the fair value of the remaining lease payments at the
abandonment date less the estimated sublease rentals that could reasonably be obtained from the property. This consolidation resulted in a restructuring charge of
$1.5 million in 2005, which consisted of $1.2 million for facility consolidations and $0.3 million of fixed asset write-offs associated with the facility consolidation.
The Company updated its restructuring reserve analysis in 2007 and reduced the reserve by $0.2 million as the initial assumption regarding the ability to sublease the
facility changed. As of December 31, 2008, the Company had accrued $1.6 million related to these lcase commitments.

Interest income and expense — The Company’s interest expense includes interest expense incurred on its long-term debt and capital lease obligations. Interest income is
derived from the investment of our cash and cash equivalents. Net interest expense increased from $2.4 million in 2007 to $4.9 million in 2008. This increase is directly
attributable to the debt assumed when the Company entered into the JPM Credit Agreement and additional borrowings were obtained on its revolving loan during 2008
to finance the acquisitions of Orderman, Quest, Hospitality EPoS and Jadeon, as further described in Notes 5 and 7 to the consolidated financial statements.

Provision for income taxes — The Company’s effective income tax rate was 35.4% in 2008, 42.7% in 2007 and (127.9%) in 2006. See Note 10 of the consolidared
financial statements for additional discussion of income taxes.
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Year ended December 31, 2007 compared to year ended December 31, 2006

Radiant had net income from continuing operations of $0.36 per diluted common share in 2007, compared with net income from continuing operations of $0.56 per
diluted common share in 2006 (which includes a $0.32 per diluted common share tax benefit). In addition, the Company’s revenues increased during the year ended
December 31, 2007 by $30.9 million, or 14%, compared to the year ended December 31, 2006. These increases (excluding the tax benefits) were primarily due to new
contracts that were signed and executed within our direct channels in both our Hospitality and Retail segments. In addition, continued market penetration and Radiant’s
investment in the products acquired through acquisitions and increased use of our reseller channel for additional sales contributed to these increases.

Systems — The Company derives the majority of its revenues from sales and licensing fees for its point-of-sale hardware and software, site management software
solutions and peripherals. Systems revenue for 2007 was $144.6 million compared to $129.6 million in 2006, an increase of $15.0 million, or 12%. The year over year
increase was primarily due to continued growth and continued market penetration of the products acquired in acquisitions, the continued expansion of direct sales in the
Hospitality segment, increased use of the reseller market for both our segments, and the continued success of selling our hardware products into our hospitality markets.

Maintenance, subscription and transaction services — The Company derives revenues from maintenance, subscription and transaction services including hardware
maintenance, software support and maintenance, hosting services and credit card transaction services. The majority of these revenues are from support and
maintenance, which was structured on an annuaily renewable basis and was directly attributable to the base of installed sites. Revenues from maintenance, subscription
and transaction services increased by $11.6 million, or 16%, from 2006 to $82.2 million in 2007. The increase was primarily due to the additional revenues generated in
both software and hardware support and maintenance resuiting from increased software and hardware sales in 2007 and the increase in revenues gencrated from the
Company’s subscription products due to continued marketing efforts around this product line. The Company believes separate disclosure of the maintenance,
subscription and transaction services revenue and the associated direct costs is meaningful to investors and provides an important measure of the Company’s business
performance. Previously reported amounts have been recast to conform to the current year presentation and have no impact on previously reported total revenues, total
cost of revenues or aet income.

Professional services — The Company aiso derives revenues from professional services such as consuliing, training, custom software development and system
installations. Revenues from professional services increased by $4.4 million, or 20%, from 2006 to $26.4 million in 2007. The increase was primarily due to the
continued expansion of direct sales in the Hospitality segment and the continued growth of new site installations in our hospitality markets.

Systems gross profit - Cost of systems cousists primarily of hardware and peripherats for site-based systems and amortization of capitalized {abor costs for internally
developod software. All costs, other than capitalized software development costs, are expensed as products are shipped, while capitalized software development costs
are amortized to expense on a straight-line basis over the estimated useful life of the software. Systems gross profit increased during 2007 by $6.7 million, or 11%,
while the gross margin percentage remained constant at 47% in 2007 and 2006.

Maintenance, subscription and transaction services gross profit - Cost of maintenance, subscription and transaction services consists primarily of persomnel and other
costs to provide support and maintenance services, hosting services and credit card transaction services. The gross profit on maintenance, subscription and fransaction
service revenue increased during 2007 by $6.1 million, or 19%, while the gross margin percentage remained relatively consistent year over year increasing by oue point
to 46% for 2007 compared to 2006.

Professional services gross profit - Cost of professional services consists primarily of personnel costs for consulting, training, custom software development and
installation services. The gross profit on professional service revenue increased during 2007 by $1.5 million, or 30%, while gross margin percentage increased by 2
points to 24% for 2007 compared to 2006. The increase in the gross margin peroentage was the resuit of continued focus on improving margins within our oonsuiting
and custom development services through better utilization of personnel.

Segment revenues - Total revenucs in the Hospitality business segment were $170.5 million in 2007 compared to $141.2 mitlion in 2006, an increase of $29.3 million,
or 21%. The ycar over year increase was primarily due to continued market penetration of the MenuLink product line and continued volume growth within direct sales
and the reseller channel.

Total revenues in the Retail business segment were $80.5 million in 2007 compared to $78.5 million in 2006, an increase of $2 million, or 3%. The majority of the
increase from 2006 was the result of contimied market penetration of the products acquired in the Synchronics transaction.

Segment net income before allocation of central costs — The Company measures segment profit based on net income before the allocation of certain central costs. For
the year ended December 31, 2007, total net income before allocation of central costs in the Hospitality business segment increased by $15.0 million, or 73%, compared
to the same period in 2006. This increase was primarily due to continued market penetration of the products acquired in the MenuLink transaction, a reduction in
amortization expense related to intangible assets compared to 2006, and our ability 1o better leverage the operating costs of the segment.

For the year ended December 31, 2007, total net income before allocation of central costs in the Retail business segment increased by $5.0 million, or 41%, compared to
the same period in 2006. This increase was primarily due to continued market penetration of the Synchronics product line and our ability to better leverage the operating
costs of the segment.
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Total operating expenses — Total operating expenses for 2007 increased by $2.1 million, or 2%, as compared to 2006. Total operating expenses as a percentage of total
revenues were 35% in 2007 compared to 39% in 2006. The components of operating expenses are discussed below:

. Product develop f exp — Product development expenses consist primarily of wages and materials expended on product development efforts,
excluding any development expenses related to associated revenues which are included in costs of customer support, maintenance and other services.
Product development expenses increased during 2007 by $1.7 million, or 8%, compared to 2006, primarily due to a higher level of investments in our
products to ensure future growth. Product development expense as a percentage of total revenue was 9% and 10% in 2007 and 2006, respectively.

. Sales and marketing expenses — Sales and marketing expenses increased by $2.5 million, or 9%, compared to 2006, primarily due to additional
revenues generated year over year and the internal and external sales commissions associated with such sales, an increase in trade show participation
during 2007, and an increase of $0.2 million in additional costs due to the expensing of employee stock options. Sales and marketing expenses as a
percentage of total revenue were 11% and 12% in 2007 and 2006, respectively.

. Depreciation of fixed assets and amortization of intangible assets — Depreciation and amortization expense decreased to $8.4 million, or 28%, in
2007 as compared to $11.7 million in 2006 primarily due to the completion of amortization of certain intangibles related to the acquisition of Aloha
Technologies, Inc.

. General and administrative expenses — General and administrative expenses increased by $2.8 million, or 11%, compared to 2006. The incrzase was
primarily due to additional investments in general and administrative areas to accommodate the growth of the business throughout 2007 and one-time
accounting and legal projects that occurred during 2007. In addition, we increased our reserves during 2007 as they relate to our legal expense
accrual and potential management bonuses due to results that were above our expectations. General and administrative expenses as a percentage of
total revenue were 11% in 2007 and 2006.

. Other charges and income, net — During 2007, the Company recorded a gain of $0.8 million as a result of entering into a forward exchange contract
in preparation for the acquisition of Quest. In addition, the Company recorded a one-time expense of $1.2 million to write off accumulated
transaction costs for multiple corporate development activities that we elected not to pursue.

During 2006, Radiant relocated its offices in Bedford, Texas to a facility in Fort Worth, Texas. The Company was contractually liable for the lease payments on the
abandoned Bedford facility through September 2007 (lease expiration). In accordance with Statement of Financial Accounting Standards No. 146, Accounting for
Costs Associated with Exit or Disposal Activities (“SFAS 146”), the Company recorded a lease restructuring charge based on the fair value of the remaining lease
payments and estimated maintenance costs at the abandonment date. The restructuring charges were attributable to the Company’s Hospitality business segment. The
abandonment of the Bedford facility resulted in a restructuring charge of $1.4 million in 2006, which consisted of the fair value of the remaining lease liability and
ongoing maintenance costs. During 2007, the Company updated its restructuring reserve analysis and reduced the reserve by $0.1 million as the initial assumption
regarding ongoing maintenance costs changed.

In 2005, Radiant decided to consolidate certain facilities located in Alpharetta, Georgia, in order to reduce future operating costs. This resulted in the abandonment of
one facility, which formerly housed the Company’s customer support call center. The restructuring charges were not attributable to any of the Company’s reportable
segments. In accordance with SFAS 146, the Company recorded a lease restructuring charge based on the fair value of the remaining lease payments at the
abandonment date less the estimated sublease rentals that could reasonably be obtained from the property. This consolidation resulted in a restructuring charge of
$1.5 million in 2005, which consisted of $1.2 million for facility consolidations and $0.3 million of fixed asset write-offs associated with the facility consolidation.
The Company updated its restructuring reserve analysis in 2007 and reduced the reserve by $0.2 million as the initial assumption regarding the ability to sublease the
facility changed. As of December 31, 2007, the Company had $0.5 million related to the lease commitments. (See Note 8).

Interest income and expense — The Company’s interest income is derived from the investment of its cash and cash equivalents and remained flat in 2007 compared to
2006. The Company’s interest expense includes interest expense incurred on its long-term debt and capital lease obligations. Interest expense decreased from $3.0
million in 2006 to $2.4 million in 2007. This decrease was the result of the Company utilizing excess cash generated from operating cash flow to reduce short-term
borrowings, planned principal payments on long-term debt and a reduction in the prime rate.

Provision for income taxes — The Company’s effective income tax rate was 42.7% in 2007, (127.9%) in 2006 and 15.9% in 2005. As a result of the release of the
valuation allowance in 2006, the Company’s effective tax rate fluctuated during the 2007 fiscal year, as compared to 2006 and 2005. See Note 10 of the consolidated
financial statements for additional discussion of income taxes.
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Liquidity and Capital Resources

Prior to January 2008, the Company had a senior secured credit facility with Wells Fargo Foothill, Inc. (the “WFF Credit Agreement™). The WFF Credit Agreement
provided for extensions of credit, upon satisfaction of certain conditions, in the form of revolving loans in an aggregate principal amount of up to $15 million and a term
loan facility in an aggregate principal amount of up to $31 million. The revolving loan amount available to the Company was derived from a monthly borrowing base
calculation using the Company’s various accounts receivable balances. The amount derived from this borrowing base calculation was further reduced by the total
amount of letters of credit outstanding. Loans under the WFF Credit Agreement bore interest, at Radiant’s option, at either the London Interbank Offering Rate
(“LIBOR?”) plus two and one half percent or at the prime rate of Wells Fargo Bank, N.A.

The WFF Credit Agreement was scheduled to expire on March 31, 2010; however, it was refinanced in January 2008 upon the execution of the credit agreement with
JPMorgan Chase Bank, N.A., as arranger, and JPMorgan Chase Bank, N.A, SunTrust Bank, Bank of America, Guaranty Bank and Wachovia Bank, N. A., as lenders
(the “JPM Credit Agreement”). The JPM Credit Agreement provides for extensions of credit, upon satisfaction of certain conditions, in the form of revolving loans in
an aggregate principal amount of up to $80 million and a term loan facility in an aggregate principal amount of up to $30 million. An amendment to the JPM Credit
Agreement was signed in July 2008, whereby the Company has the right to increase its revolving credit commitment by up to $25 million, subject to the terms and
conditions set forth in the JPM Credit Agreement. As of December 31, 2008, aggregate borrowings under this facility totaled $98.0 million, comprised of $72.0 million
in revolving loans and $26.0 million in term loan facility borrowings. As of December 31, 2008, revolving loan borrowings available to the Company were equal to
$8.0 million.

The JPM Credit Agreement is guaranteed by the Company and its subsidiaries and is secured by the assets of the Company and its subsidiarics. The maturity date of the
JPM Credit Agreement is January 2, 2013. Intercst accrues on amounts outstanding under the loan facility, at the Company’s option of either (1) LIBOR plus a margin
ranging between 1.25% and 2.00% based upon the Company’s consolidated leverage ratio, as defined, or (2) the higher of the administrative agent’s prime rate or
one-half of one percent over the federal funds effective rate plus a margin ranging between 0.25% and 1.00% based on the Company’s consolidated leverage ratio as
defined. The JPM Credit Agreement contains certain customary representations and warranties from the Company. In addition, the JPM Credit Agreement contains
certain financial and non-financial covenants, with which the Company was in compliance as of Decernber 31, 2008. Further explanation of this agreement is presented
in Note 7 to the consolidated financial statcments.

The Company’s working capital decreased by approximately $10.1 million, or 19%, to $41.6 million at December 31, 2008 as compared to $51.7 million at
December 31, 2007. This decrease was attributable to the fact that working capital was utilized 1o help finance the acquisitions of Orderman, Quest, Hospitality EPoS
and Jadeon, all of which closed daring 2008. The Company has historically funded its business through cash generated by operations.

Cash provided by operating activities for 2008 was approximately $17.2 million. Cash from operations in 2068 was mainly generated through income from operations,
adjusted to exclude the effect of non-cash charges including depreciation, amortization, stock-based compensation and other income and charges. In addition, the
Company received significant amounts of cash for calendar year support and maintenance, which has been deferred. The cash reccived from support and maintenance
was offset by the fact that the Company did not purchase the related receivables of Quest in conjunction with the acquisition completed during the first quarter of 2008
(sec Note 3 to the consolidated financial statements). The increase in accounts reccivables and inventory balances of approximately $2.3 million during 2008 was due to
normal year over year fluctuations and the growth of the business, both organic and acquisition-related, as reflected in the year over year revenne increase. The decrease
in accounts payable and accrued expeases was due to nommal year over year fluctuations and the timing of payments completed dusing the fourth quarter to rednoe
various payables and accruals. If near-term demand for the Company’s products weakens or if significant anticipated sales in any quarter do not close when expected,
the availability of funds from operations may be adversely affected.

Cash provided by operating activitics for 2007 was approximately $25.2 million. Cash from operations in 2007 was mainty generated through income from operations,
adjusted to exclude the effect of non-cash charges including depreciation, amortization and stock-based compensation. These increases in cash weve offset by an
increase in accounts receivable and inventory balances. The increase in receivables was due to normal year over year fluctuations and the growth of the business, both
organic and acquisition-related, as reflected in the year over year cevenue increase. The increase in inventory was also due to normal year over year Auctuations and the
increase in anticipated hardware shipments in future quarters. There was also an increasc in accounts payable and accrued expenses (which have a positive effect on
cash flow) that were a direct result of the increasc in inventory and the fact that payments to our vendors that supplied the Company with mventory were not due at year
end.

Cash provided by operating activitics for 2006 was approximately $12.0 miltion. Cash from operations in 2006 was mainly geacrated throngh income from operations,
adjusted to exclude the effect of non-cash charges including depreciation, amortization, the release of a portion of the valuation allowance related to the Company’s
deferred tax asscts, and stock-based compensation. This was patially offset by normal fluctuations in accounts receivable, inventories, other assets, accounts payable,
accrued liabilities, payables due to BlueCube, customer deposits and deferred revenue and other liabilities.
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Cash used in investing activities during 2008 was approximately $108.9 million. Approximately $97.3 million was used in the acquisitions of Orderman, Quest,
Hospitality EPoS and Jadeon, net of cash acquired (see Note 5 to the consolidated financial statements). In addition, the Company recognized cash proceeds during
2008 of approximately $5.5 million from the sale of an undeveloped parcel of land and the execution of forward exchange contracts in conjunction with the Orderman
and Quest acquisitions. Approximately $11.0 million was used to invest in property and equipment, including $7.8 million which has been utilized to improve our
infrastructure through the implementation of an upgraded ERP system that is expected to be placed in service during 2010. Lastly, the Company continued to increase
its investment in future products by investing $4.0 million in internally developed capitalizable software during 2008.

Cash used in investing activities during 2007 was approximately $6.8 million. Approximately $2.6 million of cash was invested in property and equipment, and $1.5
million was spent on the purchase of a license to use patented technology. In addition, the Company continued to increase its investment in future products by investing
$2.7 million in internally developed capitalizable software.

Cash used in investing activities during 2006 was approximately $28.3 million. Approximately $19.5 million of the cash was used in the acquisition of Synchronics. In
addition, approximately $5.7 million of cash was invested in property and equipment, most of which was a result of renovations in the Company’s manufacturing
facility and the build-out of our new satellite office location in Fort Worth, Texas, and expenditures for capitalizable software projects of $3.1 million.

Cash provided by financing activities during 2008 was $78.2 million as compared to cash used in financing activities of $4.2 million in 2007. Financing activities
during 2008 included cash received from borrowings under the JPM Credit Agreement equal to $116.2 million, net of financing costs. These borrowings were used to
fund the acquisitions of Orderman, Quest, Hospitality EPoS and Jadeon (see Note 5 to the consolidated financial statements), complete scheduled term loan payments
under the JPM Credit Agreement of $4.0 million, reduce the outstanding credit revolver balance under the JPM Credit Agreement by $14.9 million, repay the
outstanding balance of the term loan under the WFF Credit Agreement equal to $18.2 million, and to pay various fees associated with the termination of the WFF Credit
Agreement of $0.3 million. In addition, the Company received cash proceeds from employees for the exercise of stock options of $1.7 million, made scheduled
payments under the promissory notes related to the MenuLink acquisition equal to $1.3 million, and repaid the entire balance of the promissory note with the previous
shareholders of Aloha Technologies, Inc. equal to $1.0 million.

Cash used in financing activities during 2007 was approximately $4.2 million. In 2007, financing activities mainly consisted of $6.5 million in repayments under
borrowings from the WFF Credit Agreement, repayment of $1.3 million of promissory notes related to the MenuLink acquisition, scheduled payments under th: WFF
Credit Agreement of $5.9 million, and $9.8 million related to cash proceeds and the related tax benefit received from employees for the exercise of stock options.

Cash provided by financing activities during 2006 was approximately $14.6 million, which consisted primarily of $22.5 million in cash received under borrowings from
the WFF Credit Agreement previously mentioned, repayment of $1.3 million of promissory notes related to the MenuLink acquisition, repurchases of common stock
totaling $5.0 million, scheduled payments under the WFF Credit Agreement of $5.4 million, and $3.7 million of cash proceeds received from employees for the
exercise of stock options.

The Company believes that its cash and cash equivalents, funds generated from operations and borrowing capacity, will provide adequate liquidity to meet its normal
operating requirements, as well as to fund the above obligations for at least the next twelve months,

The Company believes there are opportunities to grow its business through the acquisition of complementary and synergistic companies, products and technologies. We
look for acquisitions that can be readily integrated and accretive to earnings, although we may pursue smaller non-accretive acquisitions that will shorten our time to
market with new technologies. The Company expects the general size of cash acquisitions it would currently consider would be in the $5 million to $50 million range.
Any material acquisition could result in a decrease in the Company’s working capital depending on the amount, timing and nature of the consideration to be paid. In
addition, any material acquisitions of complementary or synergistic companies, products or technologies could require that we obtain additional debt or equity
financing. There can be no assurance that such additional financing will be available to us or that, if available, such financing will be obtained on favorable terms and
would not result in additional dilution to our stockholders.
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Contractual Obligations

The Company leases office space, equipment and certain vehicles under non-cancelable operating lease agreements expiring on various dates through 2017.
Additionally, the Company leases computer equipment under various capital lease agreements which expire on various dates through September 2012. Contractual
obligations as of December 31, 2008 below are as follows (in thousands):

Payments Due by Period

Less than 1 1-3 3-5 More than 5
Years Years

Capital lease
Operatingv !eas cs

Re‘;oi;;ghg

S

SHBLE 2
credit facility (JPM Credit Agreement)

(1)  This schedule includes the future miniomum lease payments related to facilities that are being subleased. The total minimum rentals to be received in the future
under subleases as of December 31, 2008 are approximately $1.9 million in less than one year, $2.9 million in less than one to three years, ard $0.1 miliion in
three to five years.

(2)  For purposes of this disclosure, we used the interest rates in effect as of December 31, 2008 to estimate future interest cxpense. See Note 7 to the consolidated
financial statements for further discussion of our debt components and their interest rate terms.

(3)  The Company has entered into cestain noncancelable purchase orders for manufacturing supptics to be used in its normal operations. The related supplies are to
be delivered at various dates through May 2009. Further expianation of these commitments is presented in Note 11 to the consolidated financia! statements.

At December 31, 2008, the Company had a $2.4 million reserve for unrecognized tax benefits which is not reflected in the table above. Substantially ali of this tax
reserve is classified in other long-term liabilitics and deferred income taxes on the accompanying consolidated balance sheet.
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Critical Accounting Policies and Procedures
General

The Company’s discussion and analysis of its financial condition and results of operations are based upon its consolidated financial statements, which have been
prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial statements requires the Company’s
management to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets
and liabilities. On an ongoing basis, the Company evaluates its estimates, including those related to customer programs and incentives, product returns, bad debrs,
inventories, intangible assets, income taxes, and commitments and contingencies. The Company bases its estimates on historical experience and on various other
assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets
and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.

Management believes the following critical accounting policies affect its more significant judgments and estimates used in the preparation of our consolidated f:nancial
statements.

Revenue Recognition

The Company’s revenue is generated primarily through software and system sales, support and maintenance, and other services. The Company recognizes revenue
using the guidance from AICPA Statement of Position (SOP) 97-2, Software Revenue Recognition , as amended by SOP 98-9, Modification of SOP 97-2, Software
Revenue Recognition, with Respect to Certain Transactions , SOP 81-1, Accounting for Performance of Construction-Type and Certain Production-Type Contracts
(“SOP 81-17), Accounting Research Bulletin (ARB) No. 45, Long-Term Construction-Type Contracts (“ARB 45”), SEC Staff Accounting Bulletin No. 104,
Revenue Recognition and Emerging Issues Task Force (“EITF”) No. 00-03, Application of AICPA Statement of Position 97-2 to Arrangements That Include the Right
to Use Software Stored on Another Entity’s Hardware. Under these guidelines, the Company recognizes revenue when the following criteria are met: (1) persuasive
evidence of an agreement exists; (2) delivery of the product has occurred; (3) the fee is fixed or determinable; (4) collectibility is reasonably assured; and (5) remaining
obligations under the agreement are insignificant. Under multiple element arrangements, where each element is separately stated, sold and priced, the Company
allocates revenues to the various elements based on vendor-specific objective evidence (“VSOE”) of fair value. The Company’s VSOE of fair value is determined based
on the price charged when the same element is sold separately. If evidence of fair value does not exist for all elements in a multiple element arrangement, the Company
recognizes revenue using the residual method. Under the residual method, a delivered element without VSOE of fair value is recognized as revenue if all undelivered
elements have VSOE of fair value. Sales tax collected is recorded net and is not recognized as revenue and is included in accrued expenses on the accompanying
consolidated balance sheets. Revenue from the Company’s customers is generally attributable to individual countries based on the location of the related point of
shipment.

The Company sells its products, which include both software licenses and hardware, to both resellers and directly to end-users. Revenue from software licenses and
system sales is generally recognized as products are shipped, provided that no significant vendor obligations remain and that collection of the related receivable is
probable. For those agreements that provide for significant services or custom development that are essential to the software’s functionality, the software license and
contracted services are recognized under the percentage of completion method as prescribed by the provisions of ARB 45 and SOP 81-1. Contracts accounted for on a
percentage of completion basis under the provisions of SOP 81-1 are not considered complete until formal acceptance has been obtained from the customer. The
Company offers its customers post-contract support in the form of maintenance, telephone support and unspecified software enhancements. Revenue from support and
maintenance is recognized ratably over the term of the agreement. The Company also offers its customers a subscription based software model for use of its sofiware,
maintenance, telephone support and hosting services on a monthly basis. Revenue from subscription pricing is recognized ratably over the contract period.

The Company’s professional services revenue consists of fees generated from consulting, custom sofiware development, installation and training. Revenue related to
professional services performed by the Company is generally recognized on a time and materials basis as the services are performed. Under contracts where revenue is
recognized using the percentage of completion method under the provisions of SOP 81-1, the Company measures its progress-to-completion by using input measures,
primarily labor hours. The Company continually updates and revises estimates of its input measures. If those estimates indicate a loss will be incurred, the entire loss is
recognized in that period. In addition, the Company offers its customers subscription pricing and hosting services for some of its products. Under these subscription
based contracts, revenue is recognized ratably over the contract period commencing generally when the product has been installed and training has been completed.

Effective with the Form 10-K for the year ended December 31, 2008, the Company began presenting revenues and related costs of sales in its consolidated finarcial
statements in the following categories: (1) Systems, (2) Maintenance, subscription and transaction services and (3) Professional services. With this change, amounts
from prior years have been recast and are included in the appropriate categories. “Systems” revenue includes sales and licensing fees for Radiant’s point-of-sale
hardware and software, site management software solutions and peripherals. “Maintenance, subscription and transaction services” revenue includes hardware
maintenance, software maintenance and support, hosting services and electronic payment processing services. “Professional services” revenue includes consulting,
training, custom software development and systems installation.

Allowance for Doubtful Accounts

The Company maintains allowances for doubtful accounts for estimated losses resulting from the inability of customers to make required payments. Estimates are
developed by using standard quantitative measures based on historical losses, adjusting for current economic conditions and, in some cases, evaluating specific
customer accounts for risk of loss. The establishment of reserves requires the use of judgment and assumptions regarding the potential for losses on receivable balances.
Though the Company considers these allowances adequate and proper, if the financial condition of its customers were to deteriorate, resulting in an impairment of their
ability to make payments, additional allowances may be required.
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Stock-based Compensation Expense

On January 1, 2006, Radiant implemented the provisions of Statement of Financial Accounting Standards No. 123(R), Share-Based Payment (“SFAS 123(R)"), using
the modified prospective transition method. SFAS 123(R) requires companies to recognize the cost for employee services received in exchange for awards of equity
instruments based upon the grant-date fair value of those awards. Using the modified prospective transition method of adopting SFAS 123(R), Radiant began
recognizing compensation expense for equity-based awards granted after January 1, 2006, based on the grant date fair value estimated in accordance with the provisions
of SFAS 123(R), plus unvested awards granted prior to January 1, 2006, based on the grant date fair value estimated in accordance with the original provisions of SFAS
123. Under this method of implementation, no restatement of prior periods has been made.

At December 31, 2008, Radiant had approximately 2.0 million unvested options outstanding with a weighted-average grant-date fair value per share of 5.68. The
unvested options and restricted stock awards have a total unrecognized compensation expense of approximately $5.8 million, net of estimated forfeitures, which will be
recognized over the weighted average period of 1.06 years.

For the years ended December 31, 2008 and 2007, Radiant recognized stock compensation expense of approximately $4.6 million and $3.8 million, respectively. Prior
to our adoption of SFAS 123(R), Radiant applied the intrinsic value method set forth in Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to
Employees , to calculate the compensation expense for stock-based awards. Historically, the Company’s general policy was to set the exercise price for its stock options
equal to the market value on the grant date. As a result, the options had no intrinsic value on their grant dates, and the Company did not record any compensation
expense unless the terms of the options were subsequently modified.

Radiant uses the Black-Scholes-Merton modet to estimate the fair value of options granted. The Black-Scholes-Merton model requires estimates of the expected term of
the option, as well as future volatility and the risk-free interest rate.

For options issued during the year ended December 31, 2008, Radiant estimated the weighted average grant-date fair value per share to be $4.57. The key assumptions
that we used to calculate these values are provided below:

R A

Expected fife (in years)

Risk-free interest rate 3% -33%

The assumptions made represent our management’s best estimate, but they are highly subjective and inherently uncertain. If management had made different
assumptions, the calculation of the options” fair vahue and the resulting stock-based compensation expense could differ, perhaps materiaily, from the amounts
recognized in Radiant’s financial statements.

In addition to the assumptions used 1o calculate the fair value of Radiant’s options, the Company is required to estimate the expected forfeiture rate of all share-based
awards and only recognize expense for those awards the Company cxpects to vest. The stock-based compensation expense recognized in Radiant’s consolidated
statement of operations for the year ended December 31, 2008 has been reduced for estimated forfeitures. If management were to change the estimate of forfeiture rates,
the amount of stock-based compensation expensc could differ, perhaps materially, from the amount recognized in the Radiant’s financial statements.

Inventories

Inventories are stated at the lower of cost or market value. Cost is principally defermined by the first-in, first-out method. The Company records adjustments to the
value of inventory based upon its forecasted plans o sell its inventories. The physical condition {e.g., age and quality) of the inventories is also considered in
establishing its valuation. These adjustments arc estimates, which could vary significantly, cither favorably or unfavorably, from actual requirements if future economic
conditions, customer inventory levels or competitive conditions differ from expectations.

Capitalized Software Development Costs

In accordance with Statement of Financial Accounting Standards No. 86 Accounting for the Costs of Computer Software 1o Be Sold, Leased, or Otherwise Marketed s
the Company’s policy on capitalized software costs determines the timing of recognition of certain development costs. In addition, this policy determines whether the
cost is classified as development expense or cost of license fees. Capitalization of such costs begins when a detail program or a working model has been produced as
evidenced by the completion of design, planning, coding and testing, such that the product meets its design specifications and has thereby established techmological
feasibility. Capitalization of such costs ends when the resulting product is available for general release to the public. Amortization of capitalized software development
costs is recorded on a straight-line basis over the estimated economic life of the software, which the Company has determined is not more than five years. Management
is required to use its judgment in determining whether development costs meet the criteria for immediate expense or capitalization. Additionally, management is
required to use its judgment in the vatuation of the unamortized capitalized software costs in determining whether the recorded value is recoverable based on future
product sales.

Long-Lived Assets

The Company evaluates the recoverability of long-lived assets and finite-lived identifiable intangibles not held for sale whenever events or changes in circumstances
indicate that an asset’s carrying amount may not be recoverable. Such circumstances could include, but are not limited to (1) a significant decrease in the market value
of an asset, (2) a significant adverse change in the extent or manner in which an asset is used or in its physical condition, or (3) an accumulation of costs significantly in
excess of the amount originally expected for the acquisition or construction of an asset. The Company measures the carrying amount of the asset against the estimated
undiscounted future cash flows associated with it. Should the sum of the expected future net cash flows be less than the carrying value of the asset being evaluated, an
impairment loss would be recognized. The impairment loss would be calculated as the amount by which the carrying value of the asset exceeds the fair value of the
asset. The fair value is measured based on quoted market prices, if available. If quoted market prices are not available, the estimate of fair value is based on various
valuation techniques, including the discounted value of estimated future cash flows.
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Goodwill and Intangible Assets

The Company has significant intangible assets related to goodwill and other acquired intangibles as well as capitalized software costs. In assessing the recoverability of
goodwill and other intangible assets, the Company must make assumptions regarding the estimated future cash flows and other factors to determine the fair value of
these assets. If these estimates or their related assumptions change in the future, the Company may be required to record impairment charges against these assets in the
reporting period in which the impairment is determined. For goodwill, the impairment evaluation includes a comparison of the carrying value of each reporting unit
which houses goodwill to that reporting unit’s fair value. The fair values of the reporting units are based upon the net present value of future cash flows, including a
terminal value calculation. The assumptions used to derive these values are based on risk-adjusted growth rates and discount factors accommodating conservative
viewpoints that consider the full range of variability contemplated in the current economic situation. The Company also assessed market-based multiples of other
market-participant companies, further corroborating that the Company’s fair value assumptions appropriately aligned with market-participant valuation multiples.
Because each of the reporting units’ estimated fair values exceed the corresponding reporting units’ carrying values, no impairment of goodwill exists. If the fair value
of any reporting unit had not exceeded its carrying value, then further analysis would have been required to determine the amount of the impairment.

For intangible assets, this evaluation includes an analysis of estimated future undiscounted net cash flows expected to be generated by the assets over their estimated
useful lives. If the estimated future undiscounted net cash flows are insufficient to recover the carrying value of the assets over their estimated useful lives, the
Company will record an impairment charge in the amount by which the carrying value of the assets exceeds their fair value. If the Company determines that there is an
impairment in either an intangible asset, or goodwill, the Company may be required to record an impairment charge in the reporting period in which the impairraent is
determined, which may have a negative impact on earnings.

Income Taxes

The Company has significant amounts of deferred tax assets that are reviewed for recoverability and valued accordingly. These assets are evaluated by using estimates
of future taxable income, the timing of reversals of temporary taxable differences and the impact of tax planning strategies. Valuation allowances related to net deferred
tax assets could be impacted by changes to tax codes, changes in statutory tax rates and the Company’s future taxable income levels.

In July 2006, the FASB issued Interpretation 48, Accounting for Uncertainty in Income Taxes (“FIN 48”), which became effective for Radiant beginning in 2007. FIN
48 addressed the determination of how tax benefits claimed or expected to be claimed on a tax return should be recorded in the financial statements. Under FIN 48, the
Company must recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on examination by the
taxing authorities, based on the technical merits of the position. The tax benefits recognized in the financial statements from such a position are measured based on the
largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate resolution. As a result of the implementation, the Company recognized a
$0.9 million increase to reserves for uncertain tax positions. This increase was accounted for as an adjustment to the beginning balance of the accumulated deficit on the
accompanying balance sheet as of December 31, 2007.

New Accounting Standards
Recently Adopted Standards

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS No. 159”). SFAS No. 159 permits
entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair value, and establishes
presentation and disclosure requirements designed to facilitate comparisons between entities that choose different measurement attributes for similar types of assets and
liabilities. SFAS No. 159 is effective for financial statements issued for fiscal years beginning after November 15, 2007. We adopted the provisions of SFAS No. 159
on January 1, 2008, and have elected not to measure any of our current eligible financial assets or liabilities at fair value.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 157”), and in February 2008, the FASB amended SFAS No. 157 by issuing
FSP FAS 157-1, Application of FASB Statement No. 157 to FASB Statement No. 13 and Other Accounting Pronouncements That Address Fair Value Measurements
for Purposes of Lease Classification or Measurement under Statement 13, and FSP FAS 157-2, Effective Date of FASB Statement No. 157 (collectively “SFAS

No. 157”). SFAS No. 157 defines fair value, establishes a framework for measuring fair value and expands disclosure of fair value measurements. SFAS No. 157 is
applicable to other accounting pronouncements that require or permit fair value measurements, except those relating to lease accounting, and accordingly does not
require any new fair value measurements. SFAS No. 157 was effective for financial assets and liabilities in fiscal years beginning after November 15, 2007, and for
non-financial assets and liabilities in fiscal years beginning after November 15, 2008 except for items that are recognized or disclosed at fair value in the financial
statements on a recurring basis. Our adoption of the provisions of SFAS No. 157 on January 1, 2008, with respect to financial assets and liabilities measured at rair
value, did not have a material impact on our fair value measurements or our financial statements for the year ended December 31, 2008, including the measurement of
the funded status of our defined benefit pension plans as of December 31, 2008. In October 2008, the FASB issued FSP FAS 157-3, Determining the Fair Value of a
Financial Asset When the Market for That Asset is Not Active (“FSP FAS 157-3"). FSP FAS 157-3 clarifies the application of SFAS No. 157 in a market that is not
active and provides an example to illustrate key considerations in determining the fair value of a financial asset when the market for that financial asset is not active.
FSP FAS 157-3 became effective immediately upon issuance, and its adoption did not have an effect on our financial statements. We currently determine the fair value
of our property, plant, and equipment when assessing long-lived asset impairments and SFAS No. 157 will be effective for these fair value assessments as of January 1,

In May 2008, the FASB issued Statement of Financial Accounting Standards No. 162, The Hierarchy of Generally Accepted Accounting Principles. This statement
identifies the sources of accounting principles and the framework for selecting the principles to be used in the preparation of financial statements of nongovernmental
entities that are presented in conformity with U.S.Generally Accepted Accounting Principles (GAAP) in the United States (the GAAP hierarchy). SFAS 162 is effective
November 15,2008. The adoption of the Statement did not result in a change in our current practices.
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Recently Issued Standards

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities — an dment of FASB Stat t No. 133
(“SFAS No. 161”). SFAS No. 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures about fair value amounts
and gains and losses on derivative instruments, and disclosures about credit-risk-related contingent features in derivative agreements. SFAS No. 161 is effective for
fiscal years beginning after November 15, 2008. As of December 31, 2008, we have not entered into any derivative transactions.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements an amendment of Accounting Research Bulletin
ARB No. 51, Consolidated Financial Statements (“SFAS No. 160”). SFAS No. 160 requires (1) that non-controlling (minority) interests be reported as a component of
stockholders’ equity, (2) that net income attributable to the parent and to the non-controlling interest be separately identified in the consolidated statement of operations,
(3) that changes in a parent’s ownership interest while the parent retains its controlling interest be accounted for as equity transactions, (4) that any retained
non-controlling equity investment upon the deconsolidation of a subsidiary be initially measured at fair value and (5) that sufficient disclosures are provided that clearly
identify and distinguish between the interests of the parent and the interests of the non-controlling owners. SFAS No. 160 is effective for financial statements issued for
fiscal years beginning after December 15, 2008, and interim periods within those fiscal years. Upon adoption in 2009, minority interests currently reported in our
Consolidated Balance Sheets will be reported as a component of stockholders’ equity. In addition, earnings or losses attributable to the minority interests will no longer
be combined and reported with our operating results in the Consolidated Statements of Operations but rather separately disclosed. As of December 31, 2008, no
transactions have been completed that would be classified as minority interests.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (“SFAS No. 141(R)"). SFAS No. 141(R) will significantly change the accouating for
business combinations. Under SFAS 141(R), an acquiring entity will be required to recognize all the assets acquired and liabilities assumed in a transaction at the
acquisition-date fair value with limited exceptions. SFAS No. 141(R) will change the accounting treatment for certain specific acquisition related items including:

(1) expensing acquisition related costs as incurred; (2) valuing noncontrolling intercsts at fair value at the acquisition date of a controlling interest; and (3) expensing
restructuring costs associated with an acquired business. SFAS No. 141(R) also includes a substantial number of new disclosure requirements. SFAS No. 141{R) is to
be applicd prospectively to business combinations for which the acquisition date is on or after January [, 2009. SFAS No. 141(R) will have an impact on our accounting
for any future business combinations once adopted.

In April 2008, the FASB issued FASB Staff Position No. FAS 142-3, Determination of the Usefil Life of Intangible Assets (“FSP FAS 142-3"). FSP FAS 142-3 amends
the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized intangible asset under SFAS

No. 142, Goodwil] and Other Intangible Asset (“SFAS 142”). More specifically, FSP FAS 142-3 removes the requirement under paragraph 11 of SFAS 142 to
consider whether an intangible assct can be renewed without substantial cost or material modifications to the existing terms and conditions and instead, requires an
cntity to consider its own historical experience in renewing similar arrangements. FSP FAS 142-3 also requires expanded disclosure related to the determination of
intangible asset useful lives. The FSP is effective for financial statements issued for fiscal years beginning after December 15, 2008, and may impact any intangible
assets we aoquire in future transactions.

In November 2008, the Emerging Issues Task Force reached consensus on EITF Issue No. 08-7, Accounting for Defensive Intangible Assets (“EITF 08-77). A defensive
asset is an acquired intangible assct where the acquirer has no intention of using, or intends to discontinue use of, the intangible asset but holds it 1o prevent competitors
from obtaining any benefit from it. The acquired defensive asset will be treated as a separate ait of accounting and the usefu life assigned will be based on ¢he period
during which the asset would diminish in velue. This EITF is effective for financial statements issued for fiscal years beginning afler December 15, 2008, and may
impact any intangible assets we acquire in future transactions.

Off-Balance Sheet Arrangements

The Company does not have any material off-balance sheet arrangements (as defined in the applicable regulations) that have or are reasonably likely to have a current
or future effoct on the Company’s financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or
capital resources.
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ITEM7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Interest Rates

The Company’s financial instruments that are subject to market risks are its cash and cash equivalents and long-term debt. During 2008, the weighted average interest
rate on the Company’s long-term debt was approximately 5.94%. A 10% increase in this rate would have increased interest expense by approximately $0.5 mill:on
during 2008.

Foreign Exchange

As more fully explained in Note 14 to the consolidated financial statements, the Company’s international revenues were approximately $42.5million, $33.5 million and
$38.4 million for the years ended December 31, 2008, 2007 and 2006, respectively. The Company’s intemnational operations are subject to risks typical of an
international business, including, but not limited to: differing economic conditions, changes in political climate, differing tax structures, other regulations and
restrictions and foreign exchange rate volatility. Accordingly, the Company’s future results could be materially adversely impacted by changes in these or other factors.
See Item 1A—“Risk Factors — Fluctuations in currency exchange rates may adversely impact our cash flows and earnings.”

Forward Exchange Contracts

The Company records derivatives, namely foreign exchange contracts, on the balance sheet at fair value. The gains or losses on foreign currency forward contracts are
recorded in the accompanying consolidated statements of operations. The Company does not use derivative financial instruments for speculative or trading purposes,
nor does it hold or issue leveraged derivative financial instruments. The Company recognized gains of approximately $0.8 million in each of the years ended
December 31, 2008 and 2007 related to forward exchange contracts executed in conjunction with the acquisitions of Quest and Orderman. Further explanation of this is
presented in Item 7 — “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The following consolidated financial statements are filed with this Report:

Report of Independent Registered Public Accounting Firm

Consolidated Balance Sheets at December 31, 2008 and 2007

Consolidated Statements of Operations for the years ended December 31, 2008, 2007 and 2006
Consolidated Statements of Sharcholders’ Equity for the years ended December 31, 2008, 2007 and 2006
Consolidated Statements of Cash Flows for the years ended December 31, 2008, 2007 and 2006

Notes to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Radiant Systems, Inc.
Alpharetta, Georgia

We have audited the accompanying consolidated balance sheets of Radiant Systems, Inc. and subsidiaries (the “Company”) as of December 31, 2008 and 2007, and the
related consolidated statements of operations, shareholders’ equity, and cash flows for each of the three years in the period ended December 31, 2008. Our audits also
included the financial statement schedule listed in the Index at Item 15. These financial statements and financial statement schedule are the responsibility of the
Company’s management. Our responsibility is to express an opinion on the financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Radiant Systems, Inc. and subsidiaries at
December 31, 2008 and 2007, and the results of their operations and their cash flows for cach of the three years in the period ended December 31, 2008, in conformity
with accounting principles generally accepted in the United States of America. Also, in our opinion, such financial statement schedule, when considered in relation to
the basic consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein.

As described in Notes 2 and 10 to the consolidated financial statements, the Company adopted Financial Accounting Standards Board Interpretation No. 48,
Accounting for Uncertainty in Income Taxes (“FIN 487) on January 1, 2007, and began accomnting for income tax contingencics in accordance with the guidance
provided in FIN 48,

We have aiso audited, in accordance with the standards of the Public Company Acconnting Oversight Board (inited Staies), the Company’s internal control over
financial reporting as of December 31, 2008, based on the criteria established in  nternal Control — integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated March 5, 2009 cxpressed an unqualified opiion on the Company’s internal control over financial
reporting.

/s/ DELOITTE & TOUCHE LLP

Atlanta, Georgia
March 5, 2009
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2008 AND 2007
(In thousands, except share data)

December 31, December 31,
2008 2007

Deferred tax assets
m R

Total current assets
i S 2

Common stock, no par value; 100,000,000 shares authorized; 32,498,859 and 31,935,105 shares issued and outstanding at
December 31, 2008 and 2007, respectively _
ficit)

(oss) e

930 150924
317 (10,711)
: i

S =

Total shareholders’ equity

The accompanying notes are an integral part of these consolidated financial statements.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2008, 2007 AND 2006
(In thousands, except per share data)

2008 2007 __2006

L
144,608

it

S 155647  $

Professional services

Cost of revenues:

anténaﬁoe, subsénpnou
by GBEN SR BRI

Total cost
Gross pha e
Opera

s

R

AR,

The accompanying notes are an integral part of these consolidated financial statements.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2008, 2007 AND 2006

(In thousands)
Retained Accumulated
Additional Earnings Other
C Stock Paid-in (Accumulated Comprehensive

Amount

Components of comprehensive incom
- .

Components of comprehensive incom
/ % 7

Components of comprehensive incom
s

Stock-based compensation

31,2008
The accompanying notes are an integral part of these consolidated financial statements.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2008, 2007 AND 2006
(In thousands)

2008 2007

$ 11,028 $ 11,843 § 18357

3260

G

Note reeelvablc o mcller

s

(Decrease) increase in cash and cash equlvalents

Cash and ca » ~ - — '
Cash and cash equlvalents at end of year $ 16450 $ 29940 $ 15720

The accompanying notes are an integral part of these consolidated financial statements.
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2008 2007 ) 2006

2,913

Adjustment related to change in contmgent liabilities of MenuLink

The accompanying notes are an integral part of these consolidated financial statements.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
THREE YEARS ENDED DECEMBER 31, 2008

1. ORGANIZATION AND BACKGROUND

Headquartered in Alpharetta, Georgia, Radiant Systems, Inc. (the “Company” or “Radiant”) focuses on delivering site systems, including point-of-sale (POS),
self-service kiosks, mobile ordering and payment devices, back-office systems, site management technology and business services such as customer loyalty programs,
electronic gift card management, comprehensive reporting systems management, payment processing and centralized data management designed specifically for the
Company’s two reportable segments: (i) Hospitality and (ii) Retail. For selected financial information about our business segments, seec Note 14 to the consolidated
financial statements. Radiant’s offerings include hardware and software products, and services including maintenance and support, consulting, custom development,
installations and payment processing. Each offering can be purchased independently or as a suite of integrated products to address the customer’s specific business
needs. These products and services enable our customers to drive top-line growth and improve bottom-line performance.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The consolidated financial statements include the accounts of Radiant Systems, Inc. and its wholly owned subsidiaries. All intercompany transactions and balances have
becn eliminated in consolidation.

Use of Estimates and Assamptions

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets, liabilitics, revenues, and expenses and disclosure of contingent assets and liabilities. The estimates
and assumptions used in the accompanying consolidated financial statements are based upon management’s evaluation of the relevant facts and circumstances as of the
date of the financial statements. Actual resulls could differ from those cstimates and assumptions.

Treasury Stock
The Company records treasury stock purchases at cost and allocates this value to additional paid-in capital.

During 2006, the Company repurchased, and subsequently retired, approximately 453,000 shares for approximately $5.0 million at an average cost of $10.97 per share,
These transactions relate to our share repurchase program which the Company’s Board of Directors re-commenced in November 2007 through November 2009. There
were no repurchases of our stock during the years ended December 31, 2008 or 2007.

Foreiga Carrency Transiation

The financial statements of the Company’s non-U.S. subsidiaries are transiated into U.S. dollars for financial reporting purposes in accordance with Statement of
Finaacial Accounting Standards No. 32, Foreign Currency Transiation . The assets and abilities of non-U.S. operations whose functional currencies are not in U S,
dollars are translated at the ourrent rates of exchange at month-end, while revenues and expenses are translated at the average exchange rate for the month. The
cumulative transiation adjustments are reflectod in sharcholders’ equity.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Revenue Recognition

The Company’s revenue is generated primarily through software and system sales, support and maintenance, and other services. The Company recognizes revenue
using the guidance from AICPA Statement of Position (SOP) 97-2, Software Revenue Recognition , as amended by SOP 98-9, Modification of SOP 97-2, Software
Revenue Recognition, with Respect to Certain Transactions , SOP 81-1, Accounting for Performance of Construction-Type and Certain Production-Type Comracts
(“SOP 81-17), Accounting Research Bulletin (ARB) No. 45, Long-Term Construction-Type Contracts (“ARB 45”), SEC Staff Accounting Bulletin No. 104,
Revenue Recognition and Emerging Issues Task Force (“EITF”) No. 00-03, Application of AICPA Statement of Position 97-2 to Arrangements That Include 1he Right
to Use Software Stored on Another Entity’s Hardware. Under these guidelines, the Company recognizes revenue when the following criteria are met: (1) persuasive
evidence of an agreement exists; (2) delivery of the product has occurred; (3) the fee is fixed or determinable; (4) collectibility is reasonably assured; and (5) remaining
obligations under the agreement are insignificant. Under multiple element arrangements, where each element is separately stated, sold and priced, the Company
allocates revenues to the various elements based on vendor-specific objective evidence (“VSOE”) of fair value. The Company’s VSOE of fair value is determinad based
on the price charged when the same element is sold separately. If evidence of fair value does not exist for all elements in a multiple element arrangement, the Company
recognizes revenue using the residual method. Under the residual method, a delivered element without VSOE of fair value is recognized as revenue if all undelivered
elements have VSOE of fair value. Sales tax collected is recorded net and is not recognized as revenue and is included in accrued expenses on the accompanying
consolidated balance sheets. Revenue from the Company’s customers is generally attributable to individual countries based on the location of the related point of
shipment.

The Company sells its products, which include both software licenses and hardware, to both resellers and directly to end-users. Revenue from software licenses and
system sales is generally recognized as products are shipped, provided that no significant vendor obli gations remain and that collection of the related receivable is
probable. For those agreements that provide for significant services or custom development that are essential to the software’s functionality, the software license and
contracted services are recognized under the percentage of completion method as prescribed by the provisions of ARB 45 and SOP 81-1. Contracts accounted forona
percentage of completion basis under the provisions of SOP 81-1 are not considered complete until formal acceptance has been obtained from the customer. The
Company offers its customers post-contract support in the form of maintenance, telephone support and unspecified software enhancements. Revenue from support and
maintenance is recognized ratably over the term of the agreement. The Company also offers its customers a subscription based software model for use of its software,
maintenance, telephone support and hosting services on a monthly basis. Revenue from subscription pricing is recognized ratably over the contract period.

The Company’s professional services revenue consists of fees generated from consulting, custom software development, installation and training. Revenue related to
professional services performed by the Company is generally recognized on a time and materials basis as the services are performed. Under contracts where revenue is
recognized using the percentage of completion method under the provisions of SOP 81-1, the Company measures its progress-to-completion by using input mezsures,
primarily labor hours. The Company continually updates and revises estimates of its input measures. If those estimates indicatc a loss will be incurred, the entire loss is
recognized in that period. In addition, the Company offers its customers subscription pricing and hosting services for some of its products. Under these subscription
based contracts, revenue is recognized ratably over the contract period commencing generally when the product has been installed and training has been completed.

Effective with the Form 10-K for the year ended December 31, 2008, the Company began presenting revenues and related costs of sales in its consolidated financial
statements in the following categories: (1) Systems, (2) Maintenance, subscription and transaction services and (3) Professional services. With this change, amounts
from prior years have been recast and are included in the appropriate categories. “Systems” revenue includes sales and licensing fees for Radiant’s point-of-sale
hardware and software, site management software solutions and peripherals. “Maintenance, subscription and transaction services” revenue includes hardware
maintenance, software maintenance and support, hosting services and electronic payment processing services. “Professional services” revenue includes consulting,
training, custom software development and systems installation.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-—(Continued)

Unearned Revenue

Unearned revenue represents amounts collected prior to complete performance of professional services, customer support services, software enhancements, and
significant obligations under license agreements.

Accounts Receivable and Allowance for Doubtful Accounts

A summary of the Company’s accounts receivable as of December 31, 2008 and 2007 is as follows (in thousands):

Trade receivables unbilled
—

g

The Company maintains allowances for doubtful accounts for estimated losses that may result from the inability of customers to make required paymeats, Estimates are
developed by using standard quantitative measures based on customer payment practices and history, inquiries, credit reports from third parties and other financial
information. If the financial condition of the Company’s customers were to deteriorate, resulting in impairment of their ability to make payments, additional allowanoces
may be required. Bad debt expense totaled approximately $1.6 million for the year ended December 31, 2008. No bad debt expense was incurred during the year ended
December 31, 2007.

Inventory

Inyeatories consist principally of computer hardware and software media and are stated at the lower of cost (first-in, first-out method) or market. A summary of the
Company’s inventory as of December 31, 2008 and 2007 is as follows (in thousands):

s 31838 § 30494




RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
Property and Equipment

Property and equipment are recorded at cost, less accumulated depreciation and amortization. Depreciation of property and equipment is recorded using the straight-line
method over estimated useful lives of one to ten years. Leasehold improvements are amortized over the terms of the respective leases or useful lives of the
improvements, whichever is shorter. Maintenance and repairs are charged to expense as incurred, and the costs of additions and improvements are capitalized. Any gain
or loss from the retirement or sale of an asset is credited or charged to operations.

Property and equipment at December 31, 2008 and 2007 are summarized as follows (in thousands):

2007

Computers and equipment 18813
Purchased software 9,940
ERP system (1) .
Furniture and fixtures 8,045
Leasehold improveme 7,490
Building —
Land Ly
57,590 46,805

_ (4559 32601y
$ 23,031 $ 14,184

(1)  The Company is implementing a new ERP system. The costs incurred are associated with the related costs to purchase the software as well as various coasulting
and implementation costs. The Company expects this new system to be implemented during the first quarter of 2010.

Depreciation expense for the years ended December 31, 2008, 2007 and 2006 was approximately $4.9 million, $4.4 million and $3.8 million, respectively. Depreciation
expense includes amortization of assets under capital leases in the amount of approximately $0.6 million, $0.4 million and $0.1 million for the years ended
December 31, 2008, 2007 and 2006, respectively.

Capitalized leased assets are amortized over the shorter of the term of the lease, using the straight-line method, or in accordance with practices established for similar
owned assets. Amortization of capitalized leased assets is included with depreciation expense in the accompanying financial statements. Included in property ard
equipment are the following capitalized leases (in thousands):

S N , . 2008 2007
Compuiters and equipmen! . ’ $ 3194 % 1906
Furniture and fixtures 1,937 1,937
5131 3343
3,015 (2,394)

$ 2116 S
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Goodwill and Intangible Assets

The Company applies the provisions of Statement of Financial Accounting Standards No. 142 (“SFAS 142”), Goodwill and Other Intangible Assets . In accordance
with SFAS 142, the Company evaluates the carrying value of goodwill as of January 1* of each year and between annual evaluations if events occur or circumstances
change that would more likely than not reduce the fair value of the reporting unit below its carrying amount. Such circumstances could include, but are not lirited to,
(1) a significant adverse change in legal factors or in business climate, (2) unanticipated competition, or (3) an adverse action or assessment by a regulator. When
cvaluating whether goodwill is impaired, the Company compares the fair value of the reporting unit to which the goodwill is assigned to its carrying amount, including
goodwill. The fair values of the reporting units are based upon the net present value of future cash flows, including a terminal value calculation. The assumptions used
to derive these values are based on risk-adjusted growth rates and discount factors accommodating conservative viewpoints that consider the full range of varability
contemplated in the current economic situation. The Company also assessed market-based multiples of other market-participant companies, further corroboraring that
the Company’s fair value assumptions appropriatcly aligned with market-participant valuation multiples. Because each of the reporting units’ cstimated fair valucs
exceed the corresponding reporting units’ carrying values, no impairment of goodwill exists. If the carrying amount of a reporting unit exceeds its fair value, then the
amount of the impairment loss must be measured. The impairment loss would be calculated by comparing the implied fair value of the reporting unit’s goodwill to its
carrying amount. In calculating the implicd fair value of goodwill, the fair value of the reporting unit is allocated to all of the other assets and liabilities of thar unit
bascd on their fair values. The excess of the fair value of & reporting unit over the amount assigned to its other assets and liabilitics is the implied fair value of goodwill.
An impairment loss would be recognized when the carrying amount of goodwill exceeds its implied fair value. The Company’s annual cvaluations of goodwili,
completed on January 1, 2009 and 2008 in accordance with SFAS 142, resulted in no impairment losses.

Long-Lived Assets

The Company evaluates the recoverability of long-lived assets and finite-lived identifiable intangibles not held for sale whenever events or changes in circumstances
indicate that an asset’s carrying amount may not be recoverable. Such circumstances could include, but arc not limited to, (1) a significant decrease in the market valuc
of an asset, {2) a significant adverse change in the extent or manner in which an asset is used or in its physical condition, or (3) an accumulation of costs signiricantly in
cxcess of the amount originally expected for the acquisition or construction of an asset. The Company measures the carrying amount of the assct against the estimated
undiscounted future cash flows associated with it. Should the sum of the cxpected future net undiscounted cash flows be less than the carrying value of the asset being
evaluated, an impairment loss would be recognized. The impairment loss would be calculated as the amount by which the carrying value of the asset excecds the fair
valuc of the assct. The fair value is measured based on quoted market prices, if available. If quoted market prices are not available, the estimate of fair value is. based on
various valuation techniques, including the discounted vajuc of estimated future cash flows.

Seftware Development Costs

Capitalized softwarc development costs consist principally of salaries and certain other expenses directly related to the development and modification of software
products. Capitalization of such costs begins when 2 detail program or a working model has been produced as evidenced by the completion of design, planning, coding
and testing, such that the product meets its design specifications and has thercby established technological feasibility. Capitalization of such costs ends when the
resuiting product is available for gencral release to the public. Amortization of capitalized software development costs is recorded on a straight-line basis over the
estimatod economic life of the software, which the Company has determined is not more than five years. For the years ended December 31, 2008, 2007 and 2606,
amortization of capitalized software development costs was approximately $1.0 million, $0.5 miltion and $0.4 million, respectively.

The Company evaluates the recoverability of capitalized software development costs on an annual basis or whenever events or changes in circumstances indicate that
the carrying amount of the assct may be less than its net realizable valuc. The Company measures the carrying amount of the asset against the estimated undiscounted
future cash flows associated with it. Should the sum of the expected future net cash flows be less than the carrying valuc of the assct being evalnated, an impairment
loss would be recognized. The impairment loss would be calculated as the amount by which the carrying value of the asset exceeds the net realizable value of 1he asset.
The Company’s annual evaluation of capitalized software development costs on January 1, 2009 resulted in an impairment charge of approximately $1.0 million. Sec
Note 8 to the consolidated financial statements for farther cxplanation regarding this impairment charge. The Company’s annual evaluation of capitalized software
developments costs on January 1, 2008 resulted in no impairment.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Internally Developed Software Costs

The Company applies the provisions of the AICPA Statement of Position 98-1 (“SOP 98-1”), Accounting for the Costs of Computer Sofiware Developed or Ob‘ained
for Internal Use . SOP 98-1 requires all costs related to the development of internal use software other than those incurred during the application development stage to
be expensed as incurred. Costs incurred during the application development stage are required to be capitalized and amortized over the estimated useful life of the
software.

Research, Development and Engineering Costs

Expenditures for research, development and engineering not capitalized are charged to operations as incurred (see Note 4).

Financing Costs Related to Long-Term Debt

Costs associated with obtaining long-term debt are deferred and amortized over the term of the related debt. The Company incurred financing costs in 2005 related to
the WFF Credit Agreement and other long-term debt agreements. The costs were deferred and amortized over three years. Amortization of financing costs were
approximately $0.1 million in both 2007 and 2006. The remaining financing costs were expensed in the first quarter of 2008 in conjunction with the termination of the
WEF Credit Agreement.

The Company incurred financing costs in 2008 related to the JPM Credit Agreement equal to approximately $1.2 million. The costs were deferred and are being
amortized over five years. Amortization of financing costs was approximately $0.4 million in 2008.

Advertising Costs

Advertising costs are charged to expense as incurred. Advertising expenses for fiscal years 2008, 2007 and 2006 were $1.4 million, $0.6 million and $0.6 millicn,
respectively.

Accounting for Stock-Based Compensation

Statement of Financial Accounting Standard (“SFAS”) No. 123(R), Share-Based Payment, a revision of SFAS No. 123, Accounting for Stock-Based Compensation ,
and superseding Accounting Principle Board (“APB”) Opinion No. 25, Accounting for Stock Issued to Employees , became effective January 1, 2006, and requires us
to expense the fair value of grants made under our stock option plans over the vesting period of the option grants. We adopted the “Modified Prospective Application”
transition method, which does not result in restatement of previously issued financial statements. Awards granted after the effective date of SFAS No. 123(R) ave valued
and non-cash share-based compensation expense is recognized in the consolidated statement of operations in accordance with SFAS No. 123(R). In addition, non-vested
awards that were granted before the effective date of SFAS No. 123(R) also result in recognition of non-cash share-based compensation expense.

The computation of the expected volatility assumption used in the Black-Scholes-Merton calculations for new grants is based on a combination of historical and implied
volatilities. When establishing the expected life assumption, the Company reviews annual historical employee exercise behavior of option grants with similar vesting
periods. The risk free interest rate is based on the U.S. Treasury yield curve at the grant date, using a remaining term equal to the expected life of the option. The total
expenses to be recorded in future periods will depend on several variables, including the number of share-based awards that vest, pre-vesting cancellations and the fair
value of those vested awards.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to be recovered or settled. Income tax expense (benefit) is generally comprised of the tax payable (receivable)
for the period and the change in deferred income tax assets and liabilities during the period. A valuation allowance is established for deferred tax assets when their
realizability is not considered to be more likely than not.

The Company adopted the provisions of FASB interpretation No. 48 (“FIN 48”), Accounting for Uncertainty in Income Taxes, an Interpretation of FASB Statement

No. 109, on January 1,2007. As a result of this adoption, the Company recognized a charge of approximately $0.9 million to the beginning balance of the accumulated
deficit on the accompanying consolidated balance sheet as of December 31, 2007. The Company’s continuing practice is to recognize interest and/or penalties related to
income tax matters in income tax expense.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Net Income Per Share

Basic net income per common share is computed by dividing net income by the weighted-average number of shares outstanding. In the event of a net loss, dilutive loss
per share is the same as basic loss per share. Diluted net income per share includes the dilutive effect of stock options. A reconciliation of the weighted average number
of common shares outstanding assuming dilution is as follows (in thousands):

Weighted 2 shares dir
Dilutive effect of outstanding stock options

For the years ended December 31, 2008, 2007 and 2006, options to purchase approximately 3.2 million, 1.7 million and 2.1 million shares of common stock,
respectively, were excluded from the above reconciliation, as the options were anti-ditutive for the years then ended.

Fair Value of Financial Instruments

The carrying values of cash and cash equivalents, trade accounts receivable, trade accounts payable and other financial instruments approximate their fair valnes
principally because of the short-term maturities of these instruments. As the Company’s long-term debt bears interest at variable rates, the carrying value of the debt
approximates fair value.

Derivative Financial Instruments

The Company uses foreign exchange forward contracts to hedge certain existing and anticipated forcign currency denominated transactions. The terms of forcign
exchange contracts used arc generally consistent with the timing of the foreign currency transactions.

The Company records derivatives, namely foreign exchange contracts, on the balance sheet at fair value. The gains or losses on foreign currency forward contracts are
recorded in the accompanying consolidated staiements of operations. The Company does not use derivative financial instruments for speculative or trading purposes,
nor does it hold or issue leveraged derivative financial instruments. The Company recognized gains of approximatety $0.8 million in each of the years ended
December 31, 2008 and 2007 related to forward exchange contracts executed in conjunction with the acquisitions of Quest and Orderman.

Cash Equivalents

The Company considers all highly liquid investments purchased with a maturity of three months or less to be cash equivalents. The Company maintains its cash
accounts primarily with one bank in Georgia. The total cash balances are insured by the FDIC up to $250,000 per bank. As of December 31, 2008, the Company has
cash balances on deposit with this bank that cxceeded the balance insared by the FDIC in the amount of approximately $14.1 million.

Concentration of Business and Credit Risk

Financial instruments, which potentially subject the Company to credit risk, consist principaily of trade receivables and interest bearing investments. The Company
performs on-going credit evaluations of its customers and generally does not require collateral. The Company estimates the losses for uncollectible acoounts based on
the aging of the accounts receivable and the evaluation of the likelihood of success in coilecting the receivabic. The Company believes it maintains adequate reserves
for potential losses and such losses have been included in management’s estimates.

As of December 31, 2008 and 2007, approximately 16% and 24%, respectively, of the Company’s accounts reccivable were duc from five customers.

During the years ended December 31, 2008, 2007 and 2006, approximately 16%, 19% and 21% respectively, of the Company’s revenucs were derived from five
customers. For the years ended December 31, 2008, 2007 and 2006, no individual customer accounted for more than 10% of the Company’s total revenues.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Comprehensive Income (Loss)

The Company follows Statement of Financial Accounting Standards No. 130, Reporting Comprehensive Income. This statement establishes the rules for the reporting of
comprehensive income (loss) and its components. The Company’s comprehensive income (loss) includes net income and foreign currency translation adjustments.

Total comprehensive income (loss) for the years ended December 31, 2008, 2007 and 2006, was approximately ($8.6) million, $13.1 million and $19.1 million,
respectively.

New Accounting Standards
Recently Adopted Standards

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS No. 159”). SFAS No. 159 permits
entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair value, and establishes
presentation and disclosure requirements designed to facilitate comparisons between entities that choose different measurement attributes for similar types of assets and
liabilities. SFAS No. 159 is effective for financial statements issued for fiscal years beginning after November 15, 2007. We adopted the provisions of SFAS Ne. 159
on January 1, 2008, and have elected not to measure any of our current eligible financial assets or liabilities at fair value.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 157”), and in February 2008, the FASB amended SFAS No. 157 by issuing
FSP FAS 157-1, Application of FASB Statement No. 157 to FASB Statement No. 13 and Other Accounting Pronouncements That Address Fair Value Measurements
for Purposes of Lease Classification or Measurement under Statement 13, and FSP FAS 157-2, Effective Date of FASB Statement No. 157 (collectively “SFAS

No. 1577). SFAS No. 157 defines fair value, establishes a framework for measuring fair value and expands disclosure of fair value measurements. SFAS No. 157 is
applicable to other accounting pronouncements that require or permit fair value measurements, except those relating to lease accounting, and accordingly does not
require any new fair value measurements. SFAS No. 157 was effective for financial assets and liabilities in fiscal years beginning after November 15, 2007, and for
non-financial assets and liabilities in fiscal years beginning after November 15, 2008 except for items that are recognized or disclosed at fair value in the financial
statements on a recurring basis. Our adoption of the provisions of SFAS No. 157 on January 1, 2008, with respect to financial assets and liabilities measured at fair
value, did not have a material impact on our fair value measurements or our financial statements for the year ended December 31, 2008, including the measurement of
the funded status of our defined benefit pension plans as of December 31, 2008. In October 2008, the FASB issued FSP FAS 157-3, Determining the Fair Valve of a
Financial Asset When the Market for That Asset is Not Active (“FSP FAS 157-3”). FSP FAS 157-3 clarifies the application of SFAS No. 157 in a market that is not
active and provides an example to illustrate key considerations in determining the fair value of a financial asset when the market for that financial asset is not active.
FSP FAS 157-3 became effective immediately upon issuance, and its adoption did not have an effect on our financial statements. We currently determine the fair value
our property, plant, and equipment when assessing long-lived asset impairments and SFAS No. 157 will be effective for these fair value assessments as of January 1,

In May 2008, the FASB issued Statement of Financial Accounting Standards No. 162, The Hierarchy of Generally Accepted Accounting Principles. This statement
identifies the sources of accounting principles and the framework for selecting the principles to be used in the preparation of financial statements of nongovernmental
entities that are presented in conformity with U.S.Generally Accepted Accounting Principles (GAAP) in the United States (the GAAP hierarchy). SFAS 162 is effective
November 15,2008. The adoption of the Statement did not result in a change in our current practices.
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RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Recently Issued Standards

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities — an amendment of FASB Statement No. 133
(“SFAS No. 161”). SFAS No. 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures about fair value amounts
and gains and losses on derivative instruments, and disclosures about credit-risk-related contingent features in derivative agreements. SFAS No. 161 is effective for
fiscal years beginning after November 15, 2008. As of December 31, 2008, we have not entered into any derivative transactions.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements an dment of Accounting Research Bulletin
ARB No. 51, Consolidated Financial Statements (“SFAS No. 160”). SFAS No. 160 requires (1) that non-controlling (minority) interests be reported as a component of
stockholders’ equity, (2) that net income attributable to the parent and to the non-controlling interest be separately identified in the consolidated statement of operations,
(3) that changes in a parent’s ownership interest while the parent retains its controlling interest be accounted for as equity transactions, (4) that any retained
non-controlling equity investment upon the deconsolidation of a subsidiary be initially measured at fair value and (5) that sufficient disclosures are provided that clearly
identify and distinguish between the interests of the parent and the interests of the non-controlling owners. SFAS No. 160 is effective for financial statements issued for
fiscal years beginning after December 15, 2008, and interim periods within those fiscal years. Upon adoption in 2009, minority interests currently reported in our
Consolidated Balance Sheets will be reported as a component of stockholders’ equity. In addition, eamings or losses attributable to the minority interests will no longer
be combined and reported with our operating results in the Consolidated Statements of Operations but rather separately disclosed.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (“SFAS No. 141(R)”). SFAS No. 141(R) will significantly change the accounting for
business combinations. Under SFAS 141(R), an acquiring entity will be required to recognize all the assets acquired and liabilitics assumed in a transaction at the
acquisition-date fair value with limited exceptions. SFAS No. 141(R) will change the accounting treatment for certain specific acquisition related items including:

(1) expensing acquisition related costs as incurred; (2) valuing noncontroiling interests at fair value at the acquisition date of a controlling interest; and (3) expensing
restructuring costs associated with an acquired business. SFAS No. 141(R) also includes a substantial number of new disclosure requirements. SFAS No. 141(R) is to
be applied prospectively to business combinations for which the acquisition date is on or after January 1, 2009. SFAS No. 141(R} will have an impact on our accounting
for any future business combinations once adopted.

In Apnil 2008, the FASB issued FASB Staff Position No. FAS 142-3, Determination of the Useful Life of Intangible Assets (“FSP FAS 142-3”), FSP FAS 142-3 amends
the factors that should be considered in developing rencwal or extension assumptions used o determine the useful life of a recognized intangible asset under SFAS

No. 142, Goodwill and Other Intangible Asset (“SFAS 142”). More specificaily, FSP FAS 142-3 removes the requirement under paragraph 11 of SFAS 142 10
consider whether an intangible asset can be renewed without subsiantial cost or material modifications to the existing terms and conditions and instead, requires an
entity to consider its own historical experience in renewing similar arrangements. FSP FAS 142-3 also requires expanded disclosure related to the determination of
intangible assct useful lives. The FSP is effective for financial statements issued for fiscal years beginning after December 15, 2008, and may impact any intangible
assets we acquire in futare transactions.

In November 2008, the Emerging Issues Task Force reached consensus on EITF Issue No. 08-7, Accounting for Defensive Intangible Assets (“EITF 08-77). A defensive
asset is an acquired intangible asset where the acquirer has ng intention of using, or intends to discontinue use of, the intangible asset but holds it to prevent competitors
from obtaining any benefit from it. The acquired defensive asset will be treated as a separate unit of accounting and the useful life assigned will be based on the period
during which the asset would diminish in value. This EITF is effective for financial statements issued for fiscal years beginning after December 15, 2008, and may
impact any intangible assets we acquire in future transactions.
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3. STOCK-BASED COMPENSATION

Radiant has adopted stock plans that provide for the grant of incentive and non-qualified stock options to directors, officers, and other employees pursuant to
authorization by the Board of Directors. The exercise price of all options equals the market value on the date of the grant. In addition, Radiant provides employces stock
purchase rights under its Employee Stock Purchase Plan (“ESPP”). The ESPP was suspended on December 31, 2005 in an effort to reduce future stock compensation
expense. The Company reinstated the ESPP program during the third quarter of 2006 on terms that permit employees to purchase Radiant common stock at the end of
each quarter at 95% of the market price on the last day of the quarter. Based on these terms, the reinstated ESPP will not result in any future stock compensation
expense. The Company has authorized approximately 18.2 million shares for awards of options, of which approximately 1.9 million shares are available for future
grants as of December 31, 2008.

On January 1, 2006, Radiant implemented the provisions of Statement of Financial Accounting Standards No. 123(R), Share-Based Payment (“SFAS 123(R)”). using
the modified prospective transition method. SFAS 123(R) requires companies to recognize the cost for employee services received in exchange for awards of equity
instruments based upon the grant-date fair value of those awards. Using the modified prospective transition method of adopting SFAS 123(R), Radiant began
recognizing compensation expense for equity-based awards granted after January 1, 2006, based on the grant date fair value estimated in accordance with the provisions
of SFAS 123(R), plus unvested awards granted prior to January 1, 2006, based on the grant date fair value estimated in accordance with the original provisions of SFAS
123. Under this method of implementation, no restatement of prior periods was required.

Equity-based compensation expense recognized under SFAS 123(R) in the consolidated statement of operations for the years ended December 31, 2008, 2007 end 2006
was approximately $4.6 million, $3.8 million and $3.3 million, respectively. The estimated fair value of the Company’s equity-based awards, less expected forfeitures,
is amortized over the awards’ vesting periods on a straight-line basis. Equity-based compensation expense reduced basic earnings per share by $0.14 and $0.12 for the
years ended December 31, 2008 and 2007, respectively, and reduced diluted earnings per share by $0.14 and $0.11, respectively, for the years ended December 31,
2008 and 2007. The non-cash stock-based compensation expense was included in the consolidated statements of operations as follows (in thousands):

,, . _2008_ _2006_
Cost of revenues-systems $ 8 §5 50
Cost of revenues-services 326 221
Product development : e 572
Sales and marketing 746 769
General and administrative ‘ 5 o \ s . e
Non-cash stock based compensation expense $ 4,646 $ 3,795 $ 3,260

For years ended December 31, 2008, 2007 and 2006, the total income tax benefit recognized in the consolidated statement of operations for share-based compensation,
recorded in accordance with SFAS No. 123(R), was approximately $1.3 million, $1.2 million and $0.6 million, respectively. The Company capitalized approximately
$54,000, $69,000 and $80,000 in compensation cost related to product development for the years ended December 31, 2008, 2007 and 2006, respectively.

Prior to January 1, 2006, Radiant measured compensation expense for its employee equity-based compensation plans using the intrinsic value method under Accounting
Principles Board Opinion No. 25, Accounting for Stock Issued to Employees , and related interpretations. As the exercise price of all options granted under these plans
was not below the fair market price of the underlying common stock on the grant date, no equity-based compensation cost was recognized in the consolidated
statements of operations under the intrinsic value method.

Stock Options

The exercise price of each stock option equals the market price of Radiant’s stock on the date of grant. Most options are scheduled to vest equally over a three or
four-year period or when certain stock performance requirements are met. These stock performance requirements include a provision that allows for early vestiag if
certain stock price targets are met. The Company recognizes stock-based compensation expense using the graded vesting attribution method. Outstanding options expire
no later than ten years from the grant date. The fair value of each option grant is estimated on the date of grant using the Black-Scholes-Merton option pricing rmodel.
The weighted average assumptions used in the model for the years ended December 31, 2008 and 2007 are outlined in the following table:

Year ended Year ended Year ended
. December 31, 2008 December 31, 2007 December 31 20@_@_
Expected volatility 50:61%  414% = %
Expected life (in years) 34 34
Expected dividend yield e & S 000% 0 000%
Risk-free interest rate 1.3%-3.3% 3.3%- 5.0% 4.6% - 5.4%
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The computation of the expected volatility assumption used in the Black-Scholes-Merton calculations for new grants is based on a combination of historical and implied
volatilities. When establishing the expected life assumption, the Company reviews annual historical employee exercise behavior of option grants with similar vesting
periods. The risk free interest rate is based on the U.S. Treasury yield curve at the grant date, using a remaining term equal to the expected life of the option. The total
expenses to be recorded in future periods will depend on several variables, including the number of share-based awards that vest, pre-vesting cancellations and the fair
value of those vested awards.

A summary of the changes in stock options outstanding under Radiant’s equity-based compensation plans during the years ended December 31, 2008 and 2007 is
presented below:

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Number of Exercise Term Intrinsic

e
zmg
R };ﬂ A% %;n

Vested or expecied o vest at December 31, 2008
" <o

Exercisable at December 31, 2007 3,970 $ 1033 385 % 30,281
The weighted average grant-date fair value of options granted during the years endod December 31, 2008, 2007 and 2006 was $4.57, $4.59 and $5.00, respectively. The
total intrinsic value, the difference between the exercise price and the market price on the date of exercise, of options exercised during the years ended December 31,
2008, 2007 and 2006 was approximately $1.5 million, $7.5 miflion and $4.9 million, respectively. The total fair value of options that vested during the years ended
December 31, 2008 and 2007 was approximately $2.8 million and $1.4 million, respectively. At December 31, 2008, 2007 and 2006, Radiant had approximately

2.0 million, 1.8 million and 1.9 million unvested options outstanding with a weighted-average grant-date fair value of $5.86, $3.56 and $3.05, respectively. Of the

2.0 million and 1.8 million options that were unvested at December 31, 2008 and 2007, there were 0.1 million options that had a vesting period based on stock
performance requiremcnts. The unvested options have a toial uarecognized compeansation expense of approximately $5.8 million at December 3 1, 2008, net of
estimated forfeitures, which will be recognized over the weighted average period of 1.06 years. Cash received from options exercised was approximately $1.7 million,
$7.1 miltion and $3.7 miltion during the years ended December 31, 2008, 2007 and 2006, respectively.

Restricted Stock Awards

During 2008, the Company awarded approximately 0.3 million shares of restricted stock to employees under the Amended and Restated 2005 Long-Term Incentive
Plan. These restricted stock awards vest at various terms over a three-year period from the date of grant. The weighted average fair value of restricied stock awards
during 2008 was $12.20 per share. The Company recognized equity-based compensation expense related to restricied stock awards equal to $1.0 million for 2008. The
unvested restricted stock awards had a total unrecognized compensation expensc of approximately $2.6 million, net of estimated forfeitures, which will be recognized
over 1.85 years.
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4. PRODUCT DEVELOPMENT EXPENDITURES
Product development expenditures for the years ended December 31, 2008, 2007 and 2006 are summarized as follows (in thousands):

Less amounts capitalized

The activity in the capitalized software development account during the years ended December 31,2008 and 2007 is summarized as follows (in thousands):

Amortization of capitalized software costs is included in system sales cost of revenues in the accompanying statements of operations.
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5. ACQUISITIONS

Each of the acquisitions discussed below was accounted for using the purchase method of accounting as required by Statement of Financial Accounting Standards
No. 141, Business Combinations (“SFAS 141”). Management has concluded that the acquisitions of Orderman, Jadeon and Hospitality EPOS are not considered
material acquisitions under the provisions of SFAS 141.

Acquisition of Orderman GmbH

On July 1, 2008, the Company acquired Orderman GmbH (“Orderman”), one of the leading manufacturers of wireless handheld ordering and payment devices for the
hospitality industry. Headquartered in Salzburg, Austria, Orderman has provided innovative mobile solutions since 1994. Orderman distributes its solutions through a
reseller network of partners that have deployed their handheld devices, predominately in Europe. The total purchase price was approximately $33.0 million. The
operations of the Orderman business have been included in the Company’s consolidated results of operations and financial position from the date of acquisition. The
results of these operations are reported under the Hospitality segment.

The intangible assets acquired were valued by the Company with the assistance of independent appraisers utilizing customary valuation procedures and techniques. The
following is a summary of the estimated fair values of the assets acquired and liabilitics assumed as of the date of the Orderman acquisition:

(R R
R

liabilities

Sy

As a result of the Orderman acquisition, goodwill of approximately $15.6 million was recorded and assigned to the Hospitality segment. The following is a summary of
the intangible assets acquired and the weighted-average useful life over which they will be amortized:

Total intangible assets acquired $ 19,147
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Acquisition of Jadeon

On May 1, 2008, Radiant acquired substantially all of the assets of Jadeon, Inc. (“Jadeon”), a wholly-owned subsidiary of Innuity, Inc. and one of the Company’s
resellers in California. Headquartered in Irvine, just outside Los Angeles, Jadeon has been delivering and supporting Radiant’s hospitality point-of-sale solutions since
2001. Jadeon offers a full range of technology systems and implementation and support services throughout the West coast. The total purchase price was approximately
$7.0 million. The operations of the Jadeon business have been included in the Company’s consolidated results of operations and financial position from the date of
acquisition. The results of these operations are reported under the Hospitality segment.

The intangible assets acquired are being valued by the Company utilizing customary valuation procedures and techniques. Upon completion of this valuation, the
amounts ascribed to goodwill and intangible assets may change along with the estimated useful life of the intangible asset acquired. Any such revision could have a
significant impact on depreciation, amortization and income taxes. The following is a summary of the estimated fair values of the assets acquired and liabilities assumed
as of the date of the Jadeon acquisition:

8 2018
117

fres

Total assets acquired

A

11,989
; 4 hich were ¢ , ; a9
Purchase price $ 7,000

As a result of the Jadeon acquisition, goodwill of approximately $7.9 million was recorded and assigned to the Hospitality segment. The following is a summary of the
intangible asset acquired and the weighted-average useful life over which it will be amortized:

Weighted-
Purchased Average
__Useful Life

Total intangible asset acquired

55



RADIANT SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Acquisition of Hospitality EPoS Systems

On April 4, 2008, the Company acquired Hospitality EPoS Systems Ltd. (“Hospitality EPoS™), a leading technology supplier to the U.K. hospitality market since 1992.
Headquartered in Kent, England, just outside London, Hospitality EPoS provided substantial capabilities for sales, implementation and support services and represented
Radiant’s suite of hospitality products including Aloha point-of-sale software, Enterprise.com above-store reporting, gift card and loyalty programs, back office and
Radiant hardware. The total purchase price was approximately $6.1 million. The operations of the Hospitality EPoS business have been included in the Company’s
consolidated results of operations and financial position from the date of acquisition. The results of these operations are reported under the Hospitality segment.

The intangible assets acquired were valued by the Company utilizing customary valuation procedures and techniques. The following is a summary of the estimated fair
values of the assets acquired and liabilities assumed as of the date of the Hospitality EPoS acquisition:

prhnistd

urrent liabilities

R SR S

Total liabilities assumed

As a result of the Hospitality EPoS acquisition, goodwill of approximately $3.4 million was recorded and assigned to the Hospitality segment. The following is a
sammary of the intangible asset acquired and the weighted-average useful life over which it will be amortized:

s

Total intangible asset acquired
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Acquisition of Quest Retail Technology

On January 1, 2008, the Company acquired Quest Retail Technology Pty Ltd (“Quest”), a privately held company based in Adelaide, Australia. Quest is a global
provider of point of sale and back office solutions to stadiums, arenas, convention centers, race courses, theme parks and various other industries. The total purchase
price was approximately $53.4 million. The operations of the Quest business have been included in the Company’s consolidated results of operations and financial
position from the date of acquisition. The results of these operations are reported under the Hospitality segment.

The intangible assets acquired were valued by the Company with the assistance of independent appraisers utilizing customary valuation procedures and techniques.
Upon completion of this valuation during the second quarter of 2008, intangible assets were revalued resulting in a decrease of approximately $3.0 million. The
following is a summary of the estimated fair values of the assets acquired and liabilities assumed as of the date of the Quest acquisition:

€5
L

Total assets acquired

Purchase price $ 53,391

As a result of the Quest acquisition, goodwill of approximately $32.5 million was recorded and assigned to the Hospitality segment. The following is a summary of the
intangible assets acquired and the weighted-average useful lives over which they will be amortized:

Weighted-
Purchased Average
(Dollars in Thousands) Assets Useful Lives

& _
:&ws

5oy
Reseller network

Total intangible assets acquired $ 18,496
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Acquisition of Synchronics, Inc.

On January 3, 2006, the Company acquired substantially all of the assets of Synchronics, Inc. (“Synchronics™), a supplier of business management and point-of-sale
software for the retail industry. Total consideration was approximately $26.8 million and consisted of approximately $19.5 million in cash and 605,135 shares of
restricted common stock with a value of $12.05 per share in accordance with EITF-99-12, Determination of the Measurement Date for the Market Price of Acquirer
Securities Issued in a Purchase Business Combination . The cash portion of the purchase price was paid on the date of closing. The operations of the Synchronics

business have been included in the Company’s consolidated results of operations and financial position from the date of acquisition. The results of these operations are
reported under the Retail segment.

The intangible assets acquired were valued by the Company with the assistance of independent appraisers utilizing customary valuation procedures and techniques. The
following is a summary of the estimated fair values of the assets acquired and liabilities assumed as of the date of the Synchronics acquisition:

{Dollars in Thousands)

F;openy, plant and equxpmcgi

i

umed

As a resuit of the Synchronics acquisition, goodwill of approximately $17.0 miilion was recorded and assigned to the Retail segment. The goodwill will be deductible

for tax purposes over a period of 15 years. The following is a summary of the intangible assets acquired and the weighted-average useful lives over which they will be
amortized:

e
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6. GOODWILL AND OTHER INTANGIBLES, NET
Goodwill

The Company’s evaluation of goodwill in accordance with SFAS 142 for 2008 and 2007 and completed on January 1, 2009 and 2008, respectively, resulted in no
impairment losses. Changes in the carrying amount of goodwill for the years ended December 31, 2008 and 2007 are as follows (in thousands):

Hospitality . Retail
. 37, o

BALANCE, December 31,2006 : v i T
Currency translation adjustment related to Breeze acqulsmon — 438
BALANCE, December 31, 2007 o ' $ 31751 8 24635
Goodw1ll resultmg from acqulsmons (see Note 5) 62,993 —

2,981 e
3,929 —
5,283 A
(10,849) 928) __ (L,777)
BALANCE, Decém $ 115229

Intangible Assets
A summary of the Company’s intangible assets as of December 31, 2008 and 2007 is as follows (in thousands):

Weighted December 31, 2008 December 31, 2007
Av:rage Gross Gross
Amortization Carrying Accumulated Carrying Accumulated
Amortization Amomzatlon
eveloped technology - Hospitality . (13,691 {11,862
Reseller network — Hospitality 12.4 years 3,775) ) (2,428)
Direct sales channel - Hospitality o - 10y ) e . (1,425)
Covenants not to compete — Hospltahty (1,600) ) ( 1 545)
(134)
{633)
2 monthsw o S
4 years 900)
6 years (1 ,733)
 dyears e
_6years (233)
- o - , L TByeans e
Total intangible assets $ 82500 S (30,872) §$ 43620 $ (22,970)

Amortization expense related to intangible assets was approximately $7.9 million, $4.3 million and $8.2 million for the years ended December 31, 2008, 2007, and
2006, respectively.

The table below summarizes the approximate amortization expense, assuming no future acquisitions, dispositions or impairments of intangible assets, for the following
12-month periods subsequent to December 31, 2008 (in thousands):

12-month period ended December 31,

2009 - : $ 9621
2010 8,496
201 . 7210
2012 4,969
013 - o ' . 4,195
Thereafter 10,209

% ‘ ' $ 44,700
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7. DEBT

On March 31, 2005, the Company entered into a senior secured credit facility with Wells Fargo Foothill, Inc. (the “WFF Credit Agreement™), as the arranger,
administrative agent and initial lender. The WFF Credit Agreement, which was amended on January 3, 2006, provided for extensions of credit, upon satisfaction of
certain conditions, in the form of revolving loans in an aggregate principal amount of up to $15 million and a term loan facility in an aggregate principal amount of up
to $31 million. The revolving loan amount available to the Company was derived from a monthly borrowing base calculation using the Company’s various receivables
balances. The amount derived from this borrowing base calculation was further reduced by the total amount of letters of credit outstanding. Loans under the WFF Credit
Agreement bore interest, at Radiant’s option, at either the London Interbank Offered Rate (“LIBOR™) plus two and one half percent, or at the prime rate of Wells Fargo
Bank, N.A. The WFF Credit Agreement contained certain customary representations and warranties from Radiant. It also contained customary covenants, including:
use of proceeds; limitations on liens; limitations on mergers, consolidations and sales of Radiant’s assets; and limitations on transactions with related parties. In
addition, the WFF Credit Agreement contained various financial covenants, including: minimum EBITDA levels, as defined; minimum tangible net worth, as defined;
and maximum capital expenditures. As of December 31, 2007, the Company was in compliance with ail financial and non-financial covenants.

On January 2, 2008, the WFF Credit Agreement was refinanced upon the execution of a new credit agreement with JPMorgan Chase Bank, N.A. as arranger and
administrative agent, and JPMorgan Chase Bank, N.A, SunTrust Bank, Bank of America, Guaranty Bank and Wachovia Bank, N.A., as lenders (the “JPM Credit
Agreement”). The JPM Credit Agreement, and subsequent amendments, provides for extensions of credit, upon satisfaction of certain conditions, in the form of
revolving loans in an aggregate principal amount of up to $80 million and a term loan facility in an aggregate principal amount of up to $30 million. The Company has
the right to increase the revolving credit commitment by up to $25 million subject to the terms and conditions set forth in the JPM Credit Agreement. As of

December 31, 2008, aggregate borrowings under this facility totaled $98.0 million, comprised of $72.0 million in revolving loans and $26.0 miilion in term Ioan facility
borrowings. As of December 31, 2008, revolving loan borrowings available to the Company were equal to $8.0 miliion.

The JPM Credit Agreement is guaranteed by the Company and its subsidiaries and is secured by the assets of the Company and its subsidiaries. The maturity date of the
JPM Credit Agreement is January 2, 2013. Interest accrues on amounts outstanding under the loan facility, at the Company’s option of either (1) LIBOR plus a margin
ranging between 1.25% and 2.00% based upon the Company’s consolidated leverage ratio, as defined, or (2) the higher of the administrative agent’s prime rate or
one-half of one percent over the federal funds effective rate plus a margin ranging between 0.25% and 1.00% based on the Company’s consolidated leverage ratio, as
defined. The JPM Credit Agreement contains certain customary represcatations and warranties from the Company. It also contains customary covenants, including: use
of proceeds; limitations on liens; limitations on mergers, consolidations and sales of the Company’s assets; and limitations on related party transactions. In addition, the
JPM Credit Agreement requires the Company to comply with various financial covenants, including maintaining leverage and fixed charge coverage ratios, as defined.
The JPM Credit Agreement aiso contains certain customary events of defauit, including defaults based on events of bankruptcy and insolvency, nonpayment of
principal, interest or fees when due, subject to specified grace periods, breach of specified covenants, change in control and material inaccuracy of representations and
warranties. The Company was in compliance with its financial and non-financial covenants as of December 31, 2008.

In the third quarter of 2008, the Company assumed research and development loans with the Austrian government in conjunction with the acquisition of Orderman
GmbH bearing intcrest at approximately 2.50%, maturing on various dates through December 31, 2013.

In the second quarter of 2008, the Company assumed approximately $0.3 million for two premissory notes in conjunction with the acquisition of Hospitality EPoS. The
notes were held by the Bank of Scotland, and the interest was approximately 7.50%. The notes were paid in full during the fourth quarter of 2008.

In the fourth quarter of 2003, the Company issued approximately $4.1 million in notes payable related to the acquisition of MenuLink. The interest on the notes was
calculated based on the prime ratc, and payments for both principal and mtcrest were made in equal instaliments over a 36-month period. The notes were paid in full
during the fourth quarter of 2008.

In the second quarter of 2005, the Company entered into an amended and restaied promissory note in the amount of $1.5 million with the previous sharcholders of
Aloha Technelogies, iInc., acquired by the Company in January 2004. During the fourth quarter of 2005, the Company modified the amended promissory note by
reducing the $1.5 million principal amount to approximately $1.0 million. The decroase was the result of agreed upon purchase price adjustments. The principal on this
notc was originaily agreed to be paid over the course of the third and fourth quarters of 2008 and the first quarter of 2009, but was paid in full during the first quarter of
2008 in conjunction with the exccution of the JPM Credit Agreement.
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The following is a summary of long-term debt and the related balances as of December 31, 2008 and 2007 (in thousands):

December 31, December 31,
Description of Debt _ i _ 2008

2.25%3 ' \
Term loan under the JPM Credlt Agreement beanng interest at LIBOR plus the appl1cable margin, as deﬁned (2. 25% as of

December 31, 2008) maturmg on January 2, 2013

Promissory notes with Menqunk shareholders that bore interest based on the prime rate as of the first business day of each
calendar quarter, thls balance was pald in full during the fourth quarter of 2008 —
. =

# i ‘{ i
Promrssory note (as amende ) with Aloha shareholders that bore interest based on the prime rate plus one percent; this
balance was paid in full during the first quarter of 2008

e
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8. OTHER CHARGES AND INCOME
Impairment Charge for Capitalized Software

The Company evaluates the recoverability of capitalized sofiware development costs on an annual basis or whenever events or changes in circumstances indicate that
the carrying amount of the asset may be less than its net realizable value. The Company measures the carrying amount of the asset against the estimated undiscounted
future cash flows associated with it. Should the sum of the expected future net cash flows be less than the carrying value of the asset being evaluated, an impairment
loss is recognized. The Company’s annual evaluation of capitalized software development costs on January 1, 2009 resulted in an impairment charge of approximately
$1.0 million.

Severance and Restructuring Charge

During the fourth quarter of 2008, the Company recorded a charge of $0.4 million related to severance and restructuring of the organization. This charge resuits from
our efforts to align the Company’s cost structure with its revenues in light of the severe economic downturn that began in the second half of 2008.

During 2004, in connection with the purchase of Aloha and the efficiencics obtained in the consolidation of several processes and the alignment of resources, the
Company accrued approximately $1.1 million for severance payments and included this amount in goodwill. During 2007 and 2006, approximatcly $0.1 million and
$0.3 million of thesc liabilitics, respectively, were paid, and no amount was outstanding as of December 31, 2008.

Sale of Land

During the fourth quarter of 2008, the Company sold an undeveloped parce! of land containing 16.7 acres for approximately $4.2 million. The sale resulted in cash
proceeds equal to approximately $3.9 million and the recognition of a net gain of $1.4 million.

Lease Restructuring Charges — Brookside 11 Building, Alpharetta, Georgia

During the third quarter of 2008, Radiant amended a sublease agreement for certain facilities located in Alpharetta, Georgia, in order to reduce future operating costs. In
accordance with Statement of Financial Accounting Standards No. 146, Accounting for Costs Associated with Exit or Disposal Activities (“SFAS 1467), the Company
recorded a lease restructuring charge based on the fair value of the remaining lease payments at the amendment date less the estimated sublease rentals that could
reasonably be obtained from the property. The restructuring charges were not attributable to any of the Company’s reportable segments.

This amendment resulted in a restructuring charge of approximately $2.1 million in the third quarter of 2008, which consisted of $1.3 million for construction
allowance, $0.4 miilion of lease restructuring reserves, and $0.4 miflion of sub-lease commissions associated with the amendment to the sublease. The table below
summarizes the activity in the restructuring reserve (in thousands):

Balance, December 31, 2008

Lease Restructuring Charges — Alexander Building, Alpharetia, Georgia

During the third quarter of 2005, Radiant decided to consolidate certain facilities located in Alpharetta, Georgia, in order to reduce future operating costs. This resaited
in the abandonment of oac facility, which formerly housed the Company’s customer support cail center. The restructuring charges were not attributable to any of the
Company’s reportable segments. In accordance with SFAS 146, the Company recorded a lease restructuring charge based on the fair value of the remaining lcasc
payments at the abandonment date less the estimated sublease rentals that could reasonably be obtained from the property.

This consolidatien resulted in a restructuring charge of approximately $1.5 million in the third quarter of 2005, which consisted of $1.2 million for facility
consolidations and $0.3 million of fixed asset writc-offs associated with the facility consolidation. During the first quarter of 2007, the Company updated its
restructuring reserve analysis and reduced the reserve by $0.2 miltion in restructuring charges as the initial assumption regarding the ability to sublease the facility had
changed. As of December 31, 2008, approximately $0.3 million related to the lease commitments remained in the restructuring reserve to be paid. The Company
anticipates the remaining payments will be made by the fourth quarter of 2010 (lease expiration). The table below summarizes the activity in the restructuring reserve
(in thousands):

Short-Term
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Lease Restructuring Charges — Bedford, Texas

During the second quarter of 2006, Radiant relocated its offices in Bedford, Texas to a facility in Fort Worth, Texas. The Company was contractually liable for the lease
payments on the abandoned Bedford facility through September 2007 (lease expiration). In accordance with SFAS 146, the Company recorded a lease restructuring
charge based on the fair value of the remaining lease payments and estimated maintenance costs at the abandonment date. The restructuring charges were attributable to
the Company’s Hospitality business segment.

The abandonment of the Bedford facility resulted in a restructuring charge of approximately $1.4 million in the second quarter of 2006, which consisted of the fair value
of the remaining lease liability and ongoing maintenance costs. During the first quarter of 2007, the Company updated its restructuring reserve analysis and reduced the
reserve by $0.1 million in restructuring charges as the initial assumption regarding ongoing maintenance costs had changed. The remaining payments were made during
2008.

Financing Costs Related to Long-Term Debt

Costs associated with obtaining long-term debt are deferred and amortized over the term of the related debt. The Company incurred financing costs in 2005 related to
the WFF Credit Agreement and other long-term debt agreements. The costs were deferred and were being amortized over three years. In conjunction with the
termination of the WFF Credit Agreement, as described in Note 7, a write-off of the remaining financing costs and early termination penalties resulted in a charge of
approximately $0.4 million in the first quarter of 2008.

Forward Exchange Contracts

The Company records derivatives, namely foreign exchange contracts, on the balance sheet at fair value. The gains or losses on foreign currency forward contracts are
recorded in the accompanying consolidated statements of operations. The Company does not use derivative financial instruments for speculative or trading purposes,
nor does it hold or issue leveraged derivative financial instruments. The Company recognized a gain during the second quarter of 2008 of approximately $0.5 million
related to a forward exchange contract entered into for the acquisition of Orderman. The Company also recognized a gain of approximately $0.3 million related to a
foreign exchange contract during the first quarter of 2008 in conjunction with the acquisition of Quest.

Due Diligence Costs
During the second quarter of 2007, the Company wrote off $1.2 million in accounting, tax and legal due diligence fees in connection with the termination of proposed

acquisitions. The Company determined that such acquisitions would not take place.

9. ACCRUED LIABILITIES

The components of accrued liabilities at December 31, 2008 and 2007 are as follows (in thousands):

& e

e s A - i =
Bonus and external/internal commissions payab

Other accrued liabi

39
$ 17,203  $ 18,427
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10. INCOME TAXES

The following summarizes the components of the income tax provision (benefit) (in thousands):

Years ended Dx ber 31,

2008 2007 2006

Income tax provision (benefit)

Our domestic and foreign income from continuing operations before income taxes is as follows (in thousands):

The total tax provision is different from the amount that would have been recorded by applying the U.S. statutory federal income tax rate to income from continuing
operations before taxes. Reconciliation of these differences is as follows:
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The components of the deferred income tax assets and (liabilities) as of December 31, 2008 and 2007 are as follows (in thousands):

December 31,
2008 2007

ot

St £
Accrued expenses

Total deferred income tax assets, $ 15274 $ 13,362
M o ” i s i i o i T 1

‘ Gootiwﬂl an mtanglblé assets
i

HE0
e

Our deferred income tax assets and liabilities at December 31, 2008 and 2007, are included in the accompanying consolidated balance sheets as follows (in thousands):

December 31,

Deferred income tax assets, non-current

55

At December 31, 2008, the Company had state net operating loss carryforwards of approximately $8.9 million and foreign net operating loss carryforwards of $2
million. Certain tax loss carryforwards (if not utilized against taxable income) expire from 2013 to 2024. In addition, certain other net operating losses carryforward
indefinitely. The Company has excess tax benefits, related to current and prior year stock option exercises subsequent to the adoption of FAS 123(R), of $13.3 million
of which $5.5 million has not been recorded as a deferred tax asset as the amounts have not yet resulted in a reduction in current taxes payable. The benefit of these
deductions will be recorded to additional paid-in-capital at the time the tax deduction results in a reduction of current taxes payable.

At December 31, 2007, the Company had state net operating loss carryforwards of approximately $10.1 million and foreign net operating loss carryforwards of 0.3
million. The tax loss carryforwards (if not utilized against taxable income) expire from 2013 to 2024. The Company has excess tax benefits, related to current and prior
year stock option exercises subsequent to the adoption of FAS 123(R), of $12.0 million of which $5 million has not been recorded as a deferred tax asset as the amounts
have not yet resulted in a reduction in current taxes payable. The benefit of these deductions will be recorded to additional paid-in-capital at the time the tax deduction
results in a reduction of current taxes payable.
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In addition, the Company has certain tax credit carryforwards available to offset future tax expense, including research and development, state, foreign and alternative
minimum tax credits. The amounts at December 31, 2008 totaled $1.0 million, $0.4 million, $0.5 million and $0.3 million, respectively. The amounts at December 31,
2007 totaled $2.4 million, $0.4 million, $0.4 million and $0.3 million, respectively. The research and development and foreign tax credits expire from 2012 to 2020.
The alternative minimum tax credit carries forward indefinitely to offset future U.S. tax liability.

U.S. income and foreign withholding taxes have not been provided for cumulative undistributed carnings of foreign subsidiaries and equity investees. The Company
intends to reinvest these earnings for the foreseeable future. If these amounts were distributed to the United States, in the form of dividends or otherwise, or if the shares
of the relevant foreign subsidiaries were sold or otherwise transferred, we would be subject to additional U.S. income taxes (subject to an adjustment for foreign tax
credits) and foreign withholding taxes. Determination of the amount of unrecognized deferred income tax liability related to these earnings or investments is not
practicable.

On November 10, 2005, the FASB issued FASB Staff Position No. FAS 123R-3, Transition Election Related to Accounting for Tax Effects of Share-Based Payment
Awards . We have elected to adopt the alternative transition method provided in the FASB Staff Position for calculating the tax effects of stock-based compensation
pursuant to FAS No. 123(R). The alternative transition method includes simplified methods to cstablish the beginnin g balance of the additional paid-in capital pool
(“APIC pool”) related to the tax effects of employee stock-based compensation, and to determine the subsequent APIC pool and consolidated statement of cash flows of
the tax effects of employee stock-based compensation awards that are outstanding upon adoption of FAS No. 123(R). Using this methodology, we had no beginning
balance in the APIC pool.

The Company uses the “with-and-without” or “incremental” approach for ordering tax benefits derived from the sharc-based payment awards. Using the
with-and-without approach, actual income taxes payable for the period are compared to the amount of tax payabie that would have been incurred absent the deduction
for employce share-based payments in excess of the amount of compensation cost recognized for financial reporting. As 2 result of this approach, tax net operating loss
carryforwards not generated from share-based payments in excess of cost recognized for financial reporting are considered utilized before the current period’s
share-based deduction.

Including the cumulative effect increase, at the beginning of 2008, the Company had approximately $2.4 million of total gross unrecognized tax benefits. The Company
does not expect that the amount of unrecognized tax benefits will change significantly within the next 12 months. The total amount of unrecogaized tax benefit that, if
recognized, would affect the effective tax rate is $1.4 miflion and $1.5 million for the periods ended December 31, 2608 and December 3 i, 2007 respectively.

The following reconciliation summarizes the total gross unrecognized tax bencfits {in thousands):

7 3 2,424 $ 2,291

The Company and its subsidiaries are subject to 1.S. federal income tax as well as income tax of multiple state jurisdictions. For U.S. fedcral and most state
jurisdictions, tax years afler 1997 arc open for examination primarily duc to ret operating losses and other tax attribute carryforwards. For Austria, Australia, Czech
Republic and the United Kingdom, tax years after 2002, 2004, 2004 and 2007, respectively, are open for examination. The Company is not currently under examination
by any income taxing jurisdiction.

The Company’s continuing practice is to recognize interest and/or penalties related to income tax matters in income tax expense. The Company has accrued $0.4
million and $0.1 million in interest associated with uncertain tax positions for the periods ended December 31, 2008 and December 31, 2007 respectively.
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11. COMMITMENTS AND CONTINGENCIES
Leases

The Company leases office space, equipment and certain vehicles under noncancelable operating lease agreements expiring on various dates through 2017. Total rent
expense under operating leases was approximately $5.4 million, $4.8 million and $5.2 million for the years ended December 31, 2008, 2007 and 2006, respectively. The
Company leases various equipment under capital leases that expire on various dates through December 2011. Aggregate future minimum lease payments under the
capital leases, noncancelable operating leases in effect as of December 31, 2008, and noncancelable operating leases which commenced subsequent to December 31,
2008, are as follows (in thousands):

Tomp ”
Less: Amount representing interest
Net !

The schedule above includes the future minimum lease payments related to facilities that are being subleased. The total minimum rentals to be received in the future
under noncancelable subleases as of December 31, 2008, are approximately $1.8 million in 2009, $1.9 million in 2010 and $1.4 million in 2011.

Employment Agreements

As part of the acquisition of Aloha, the Company entered into an employment agreement with an employee that currently remains in effect. Under this employment
agreement, in the event the Company terminates employment without cause or if the employee terminates employment with good reason, the Company would be
obligated to pay the employee severance at a rate equal to his or her base salary at the date of termination for the remaining term of the agreement.

Letters of Credit

As of December 31, 2007, the Company had outstanding letters of credit of $0.5 million. These letters of credit typically act as a guarantee of payment to certain third
parties in accordance with specified terms and conditions. The outstanding letters of credit reduced the amount available under the former revolving loan provided by
the Credit Agreement with Wells Fargo Foothill, Inc. Further explanation of this agreement is presented in Note 7. In the first quarter of 2008, the letters of credit
expired and were not renewed.

Legal Matters

Radiant is and has been involved in legal proceedings arising in the normal course of business. Management is of the opinion, based upon presently available
information and the advice of counsel concerning pertinent legal matters, that any resulting liability should not have a material adverse effect on the Company’s
financial position, results of operations or cash flows.

Purchase Commitments

The Company has entered into certain noncancelable purchase orders for manufacturing supplies to be used in its normal operations. The aggregate anticipated
payments related to these purchase orders are approximately $2.8 million in 2009.
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12. SHAREHOLDERS’ EQUITY

Treasury Stock

Over the course of the history of the Company, the Board of Directors has authorized a stock repurchase program. This program has been renewed several times by the
Board of Directors and the Company has repurchased and subsequently retired approximately 4.1 million shares of its common stock, for total consideration of
approximately $35.0 million under these repurchase programs.

The following is a summary of transactions that have occurred over the past three years in regards to the stock repurchase program:

During 2006, the Company repurchased, and subsequently retired, approximately 453,000 shares for approximately $5.0 million at an average cost of $10.97 per share.
In 2007, the Board of Directors of the Company authorized a re-commencement of the Company’s stock repurchase program authorizing the repurchase of up to
1.0 million shares at a price not to exceed $25.00 per share through November 2009. The Company did not repurchase any shares under its repurchase plan during 2008

or 2007.

Preferred Stock

In January 1997, the Company authorized 5,000,000 shares of preferred stock with no par value. The Company’s Board of Directors has the authority to issue these
shares and to fix dividends, voting and conversion rights, redemption provisions, liquidation preferences and other rights and restrictions.
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13. EMPLOYEE BENEFITS
Stock-Based Compensation Plans
Employee Stock Purchase Plan

During 1998, the Company’s Board of Directors adopted, with shareholder approval, the 1998 Employee Stock Purchase Plan (the “ESPP”). Under the ESPP, the
Company is authorized to issue up to 2,500,000 shares of Radiant’s common stock to its qualified employees, who originally were eligible to purchase shares at 85% of
the appropriate market price every six months. Originally, the purchase price of the stock was the lower of the market price in effect on the day the offering started or
the day the offering terminated. The ESPP was suspended on December 31, 2005 in an effort to reduce future stock compensation expense. The Company reinstated the
ESPP during 2006 on terms that permit employees to purchase Radiant common stock at the end of each quarter at 95% of the market price on the last day of the
quarter. Based on these terms, the reinstated ESPP will not result in any future stock compensation expense.

In 2008, 2007 and 2006, the Company issued approximately 28,000 shares, 9,000 shares and 3,000 shares under the ESPP at an average price of $6.16, $14.15, and
$9.32 per share, respectively. As of December 31, 2008, there were approximately 963,000 shares available for future issuance under the ESPP.

Directors Stock Option Plan

During 1997, the Company’s Board of Directors adopted, with shareholder approval, the Non-Management Directors’ Stock Option Plan (the “Directors’ Plan™) for
non-management directors of the Company, under which the Company could grant options to purchase up to 150,000 shares of Radiant’s common stock to
nonemployee directors of the Company. Options were granted at an exercise price, not less than fair value as referenced to quoted market prices. Initial grants to new
directors were exercisable over three years, while annual grants were exercisable six months after the grant date. Options granted under the Directors’ Plan expire ten
years from the date of grant. During 2002, the Directors’ Plan was amended to increase the number of options available for grant to 300,000 shares, as well as to
increase the grant to a non-employec director upon initial appointment to 25,000 from 15,000 and the annual grant to 10,000 from 5,000. The Company has not granted
any options under this plan during the last three years. As of December 31, 2008, the Company has granted approximately 335,000 options under the Directors’ Plan, of
which 37,500 have been exercised and 55,000 have been cancelled. This plan was replaced with the 2005 Long-Term Incentive Plan, described below.

1995 Stock Option Plan

The Company’s 1995 Stock Option Plan (the “1995 Plan”), as amended, was approved by shareholders and authorized the issuance of up to 13,000,000 incentive and
nonqualified stock options to key employees. Options were granted at an exercise price not less than fair value as determined by the Board of Directors and became
exercisable as determined by the Board of Directors, generally over a period of four to five years. Options granted under the 1995 Plan expire ten years from the date of
grant. This plan was replaced with the 2005 Long-Term Incentive Plan, described below.

2005 Long-Term Incentive Plan

Effective April 25, 2005, the Amended and Restated 2005 Long-Term Incentive Plan (“LTIP”) was adopted by the Company’s Board of Directors and subsequently
approved by shareholders. The LTIP replaced both the 1995 Plan and the Directors’ Plan and became the only plan for providing stock-based incentive compensation to
directors and employees of the Company, other than the ESPP, which remains in effect. Options previously granted under the 1995 Plan and the Directors’ Plar remain
exercisable in accordance with the terms of the respective plans. The LTIP provides for the grant of incentive stock options, non-qualified stock options, stock
appreciation rights, restricted stock, performance units and phantom stock. The LTIP previously authorized the issuance of up to 2,500,000 shares of the Company’s
common stock and the maximum that may be granted to any one employee in any calendar year is 250,000. During 2008, the LTIP was amended to increase the number
of options available for grant to 4,500,000 shares. No grants may be made under the LTIP subsequent to April 24, 2015. As of December 31, 2008, the Compary has
granted 2,435,621 shares under the LTIP, of which 44,000 have been exercised and 147,000 shares have been cancelled.

Employee Savings Plan

The Company has a 401(k) profit-sharing plan (the “401(k) Plan”) available to all employees of the Company who have attained age 21. The 401(k) Plan includes a
salary deferral arrangement pursuant to which employees may contribute a minimum of 1% and a maximum of 80% of their salary on a pretax basis, up to $15,500 in
2008. If an employee is age S0 or older, they may be eligible for a catch-up contribution of up to $5,000 in 2008. The Company may make both matching and additional
contributions at the discretion of the Company’s Board of Directors. The Company made contributions of approximately $1.6 million, $1.4 million and $1.0 million
during 2008, 2007 and 2006, respectively. Effective January 1, 2009, the Company temporarily suspended its matching contributions in the 401(k) Plan in an effort to
reduce operating costs during the severe economic recession that began in the second half of 2008.
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The following table sets forth the range of exercise prices, number of shares, weighted average exercise price and remaining contractual lives by groups of similar price
and grant date for stock options outstanding as of December 31, 2008 (in thousands, except weighted average price and remaining contractual life):

Options Outstanding Options Exercisable
Weighted
‘Weighted Average Weighted
Average Remaining Average
Number of Exercise Contractual Number of Exercise

Shares Shares . Price ,

7.63

of Ex
356

$9.33

S

131

Total 6359 § 1066 4385 § 1057

Securities Autherized for Issaance Under Equity Compensation Plans

The following table provides information for all equity compensation plans as of the fiscal year ended December 31, 2008, under which the equity securities of the
Company were authorized for issuance:

Number of Secarities to ‘Weighted-Average for Futwre Issmance

1997 Non-Managem
190 By
2005 Ltmg-'l“am incentive Plan

= ;ﬁ& 3 s

iy
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14, SEGMENT REPORTING DATA

The Company’s reportable segments were identified based on the manner in which management reviews operating results and makes decisions regarding the allocation
of the Company’s resources. Each segment focuses on delivering site management systems, including point-of-sale, self-service kiosk, and back-office systems,
designed specifically for each of the core vertical markets. The Company’s segments derive revenues from the sale of products, including system software and
hardware, and services, including customer support, maintenance, training, custom software development, hosting and implementation services.

The Company operates in two primary segments: (i) Hospitality and (ii) Retail. The Company’s chief operating decision maker makes decisions based on inforrnation
for these segments.

The accounting policies of the segments are substantially the same as those described in the summary of significant accounting policies. Management evaluates the
performance of the segments based on net income or loss before the allocation of certain central costs, an internal measure of contribution margin, which is defined as
net income or loss from operations before certain allocated costs. The summary of the Company’s reportable segments is as follows (in thousands):

For the year ended December 31, 2008
Retail All Other Total
.

509 $ 301,576
235

s 3

Amortizat

Othe(rm{dentiﬁable assets

1,340

For the year ended December 31, 2007
Retail All Other

Net income before allocation of central
Goodwill . = = 0 '
Other identifiable assets

1,169

For the year ended December 31, 2006
All Other

: 12,108
will L \ - o o 2315 24197
Other identifiable assets 49,322 29,625
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The reconciliation of product development expense allocated to reportable segments to total product development expense for the years ended December 31, 2008, 2007
and 2006, is as follows (in thousands):

The reconciliation of net income before the allocation of central costs from reportable segments to net income for the years ended December 31, 2008, 2007 and 2006,
is as follows (in thousands):

Net income ‘ $ 11028 $ 11,843

$ 393,542 $§ 221959

Total assets

Revenues not associatod with the Company’s Hospitality and Retail segments are comprised of revenues from hardware sales outside the Company’s segments.

The Company distributes its technology both within the United States of America and internationally. Revenues derived from within the United States of America were
approximately $259.1 miltion, $219.7 million and $183.9 million for the years ended December 31, 2008, 2007 and 2006, respectively. The Company currently has
internatioral offices in Adelaide, Geelong, Prague, Salzburg, Shanghai, Singapore and the United Kingdom and representation in Spain, Central America and South
America. Geographic revenue information is based on the location of the selling entity. Revenues derived from international sources were approximately $42.5 million,
$33.5 million and $38.4 million for the years ended December 31, 2008, 2007 and 2006, respectively. At Deoember 31, 2008 and 2007, the Company had intemational
identifiable assets, including goodwill, of approximately $107.7 million and $23.7 midlion, respectively, of which approximately $82.0 miliion and $4.6 million,
respectively, are long-lived assets.

The segment reporting data presented above may not reflect actual performance and actual asset balances had each segment been a stand-alone entity. Furthermore, the
segment information may not be indicative of future performance.
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15. RELATED PARTY TRANSACTIONS

On July 21, 2006, RedPrairie Corporation acquired BlueCube Software, formerly owned by Erez Goren, the brother of Alon Goren, our Chairman and Chief
Technology Officer. As a result of this purchase, all transactions occurring between the Company and BlueCube will no longer be considered related party transactions.

As a result of the Synchronics acquisition which occurred in the first quarter of 2006, the Company entered into a 5-year lease agreement for property located in
Memphis, Tennessee, which was the headquarters of Synchronics, with Jeff Goldstein Investment Partnership. Mr. Goldstein was the previous owner of Synchronics
and was employed by the Company. On April 30, 2007, the Company terminated Mr. Goldstein’s employment. This termination of employment was on a mutual basis.
As a result, all subsequent transactions occurring between the Company and Mr. Goldstein are no longer considered related party transactions.

16. SUPPLEMENTARY QUARTERLY FINANCIAL INFORMATION (Unaudited)

The following tables set forth certain unaudited financial data for each of the Company’s last eight calendar quarters. The information has been derived from uraudited
consolidated financial statements that, in the opinion of management, reflect all adjustments (consisting only of normal recurring adjustments) necessary for a fair
presentation of such quarterly information. The operating results for any quarter are not necessarily indicative of the results to be expected for any future period. Net
income per share is computed independently for each of the quarters presented. As such, the summation of the quarterly amounts may not equal the total net income per
share reported for the year. Results for 2008 include the results of Quest, Hospitality EPoS, Jadeon and Orderman from the related dates of acquisition (in thousands,
except per share data):

Quarter ended

Mar 31, June 30, Sep 30, Dec 31,
. 2 _ 2008 200{8 i __200851!__“
Total revenues | v 59 8 73772 8 82354 § 75291
Gross profit 30,608 32,132 34,937 31,385
Net income C 42 4046 | 1645 _ 1917

Net incomy per share: B}
010 . 013 0.05 006
0.10 0.12 0.05 0.06
Quarter ended

Mar 31, June 30, Sep 30, Dec 31,
Totalrevenues 0 | : - $57439 $ 62912 $62543 § 70304
Gross profit 24,953 28,523 27,564 31,097

Net income 2,037 2,284 2,946 - 4576

Net income per share:

Basic. = i 0.07 0.07 009 015
Diluted 0.06 0.07 0.09 0.14

(1)  The Company recognized a gain on the sale of land of approximately $1.4 million ($0.04 per diluted common share) in the fourth quarter of 2008. This gain was
offset by a charge of approximately $0.4 million ($0.01 per diluted common share) related to severance and restructuring of the organization and a charge of
approximately $1.0 million ($0.03 per diluted common share) related to impairment of a capitalized software project.

(2) The Company recognized a gain of approximately $0.8 million ($0.03 per diluted common share) related to a foreign exchange contract executed in the fourth
quarter of 2007.

17. SUBSEQUENT EVENTS

None
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURES
ITEM9. LUANGES INAND DIDAGREEMENIS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURES
Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Company has established disclosure controls and procedures to ensure that material information relating to the Company, including its consolidated subsidiaries, is
made known to the officers who certify its financial reports and to other members of senior management and the Company’s board of directors.

Based on their evaluation as of December 31, 2008, the principal executive officer and principal financial officer of the Company have concluded that the Company’s
disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(¢) under the Securities Exchange Act of 1934) are effective to ensure that the information
required to be disclosed by the Company in the reports that it files or submits under the Securities Exchange Act of 1934 is recorded, processed, summarized and
reported within the time periods specified in SEC rules and forms.

Management’s Report on Internal Control over Financial Reporting

The Company’s management is responsible for establishing and maintaining adequate intemal control over financial reporting, as such term is defined in Exchange Act
Rule 13a-15(f). The Company’s management, including its principal executive officer and principal financial officer, conducted an evaluation of the effectiveness of its
internal conirol over financial reporting based on the framework in  Internal Control-—Integrated Framework ” issued by the Committec of Sponsoring Organizations
of the Treadway Commission. The scope of management's assessment of the effectiveness of internal control over financial reporting includes all of our businesses
except for Orderman GmbH, which was acquired on July 1, 2008 and whose financial statements constitute 7% and 12% of net and total assets, respectively, 2% of
revenues, and (19)% of net income for the consolidated financial statement amounts as of and for the year ended December 31, 2008, Further discussion of this
acquisition can be found in Note 5 to our consolidated financial statements. Based on its evaluation under the framework in * Internal Control—Integrated
Framework,” the Company’s management concluded that the Company’s internal control over financial reporting was effective as of December 31 , 2008.

The Company’s independent registered public accounting firm, Deloitte & Touche LLP, has issued its report on the effectiveness of the Company’s internal conirol
over financial reporting.

During the quarter ended December 31, 2008, there were no changes in the Company's internal control over financial reporting that have materially affected, or are
reasonably likely to materially affect, the Company’s internal control over financial reporting.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of
Radiant Systems, Inc.
Alpharetta, Georgia

We have audited the internal control over financial reporting of Radiant Systems, Inc. and subsidiaries (the “Company”) as of December 31, 2008, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. As described in
Management’s Report on Internal Control over Financial Reporting, management excluded from its assessment the internal control over financial reporting at Orderman
GmbH, which was acquired on July 1, 2008 and whose financial statements constitute 7% and 12% of net and total assets, respectively, 2% of revenues, and (19%) of
net income for the consolidated financial statement amounts as of and for the year ended December 31, 2008. Accordingly, our audit did not include the internal control
over financial reporting at Orderman GmbH. The Company’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management's Report on Internal Control over Financial
Reporting . Our responsibility is to express an opinicn on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the stancards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal executive and principal financial
officers, or persons performing similar functions, and effected by the company’s board of directors, management, and other personnel to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financ:al reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company
are being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management override of controls,
material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal
control over financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2008, based on the criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated financial statements and
financial statement schedule as of and for the year ended December 31, 2008 of the Company and our report dated March 5, 2009 expressed an unqualified opinion on
those financial statements and financial statement schedule and included an explanatory paragraph regarding the Company’s adoption of Financial Accounting
Standards Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes .

/s/ DELOITTE & TOUCHE LLP

Atlanta, Georgia
March 5, 2009
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